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Time  to  scrap 
annual  reports 


WORLD  NEWS  BUSINESS  NEWS 


Blair  to  beat  the 
drum  for  US-style 
enterprise  culture 

Tony  Blair,  the  British  prime 
minister,  wlH  today  urge  Euro- 
pean socialist  leaders  to  adopt 
the  "culture  of  enterprise"  pro- 
moted by  US  President  Bill  Clin- 
ton, warning  them  that  the  “euro 
cannot  succeed  without  eco- 
nomic reform".  His  address  In 
Milan  may  offend  fellow  govern- 
ment heads,  while  signalling  to 
the  UK  that  his  newly  increased 
enthusiasm  for  the  euro  will  be 
accompanied  by  pressure  for 
deregulation  of  the  euro-zone. 
Europe,  Page  3 

Italy  claims  stability  ‘on  track’ 
Carlo  Azeglio  Clam  pi,  Italy’s 
Treasury  minister,  said  his  coun- 
try's budget  stabilisation  pro- 
gramme was  on  track  after  it 
posted  a deficit  that  was  2.7  per 
cent  of  gross  domestic  product 
in  1998.  Europe,  Page  2 

Banks  In  Russian  debt  crisis  talks 
Banks  representing  owners  of  up 
to  $15bn  of  defaulted  Russian 
bonds  were  in  crisis  talks  expec- 
ted to  end  with  the  removal  of 
Deutsche  Bank  as  head  of  the 
group  negotiating  restructuring 
terms  with  the  Russian  govern- 
ment Europe,  Page  2 

Attacks  ‘may  herald  Kunfish  terrer' 
A spate  of  attacks  in  Turkish 
cities  could  herald  the  start  of  a 
terrorism  campaign  by  support- 
ers of  Abdufiah  Ocalan,  the 
leader  of  the  PKK  Kurdish  guer- 
rilla group  who  was  captured  by 
Turkish  forces  last  month. 
Europe,  Page  2 

Beijing  acts  to  boost  Internet 
China  is  encouraging  millions 
more  people  to  connect  to  the 
internet  by  halving  the  charges 
on  data  transmission  Ones  and 
offering  free  Installation  of  a sec- 
ond telephone  line  in  homes. 
Asia-Pacific,  Page  8 

India  cuts  interest  rates 
India's  central  bank  has  cut  inter- 
est rates  sharply  in  what  was 
seen  as  a co-ordinated  response 
to  Saturday's  tax-ra/sng  budget. 
Asia-Pacific,  Page  8 

Indonesia  forms  anti-riot  force 
Indonesia’s  m Hilary  chief  formed 
a new  anti-riot  force,  just  as  his 
troops  killed  at  least  10  people  in 
an  attempt  to  halt  another  round 
of  communal  dashes.  Aafa-Pa- 
dflc,  Pagefi 

US  tax  service  comes  under  attack 
The  Internal  Revenue  Service,  the 
US  tax  collection  agency,  has 
been  condemned  by  the  General 
Accounting  Office,  the  investiga- 
tive arm  of  Congress,  for  failing 
to  provide  reliable  financial 
statements.  US  and  Canada, 
Page  6 

Rocket  ready  for  maiden  voyage 
A prototype  rocket  the  Rot  on 
C-9,  intended  to  revolutionise  the 
commercialisation  of  space,  is 
getting  ready  for  its  maiden  voy- 
age in  California.  The  rocket  is 
expected  to  be  in  operation 
some  time  next  year.  US  and 
Canada,  Page  6 

Search  for  WTO  head  draws  Wank 
The  search  for  a new  head  of  the 
World  Trade  Organisation 
appears  to  have  reached  an 
impasse,  raising  fears  of  an  inter- 
regnum when  Renato  Ruggiero, 
the  present  director-general, 
steps  aside  next  month.  Work! 
Trade,  Page  7 
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Russia’s  Gloria  Jeans 
‘Our  competitors  are 
not  very  happy  with  us’ 

Pages 


South  Lebanon 
Why  the  Israelis  are 
being  thrashed 


BNP  threatens  to 
boycott  sale  of 
Credit  Lyonnais 

Banqua  Nationals  de  Paris.  ' 
France's  third  largest  bank, 
signalled  it  was  unrdrely  to 
participate  in  the  privatisation  of 
Credit  Lyonnais  unless  the  terms 
of  the  sale  allowed  It  to  play  a 
leading  role.  Companies  and 
Markets,  Page  17 

Daiteco,  the  Danish  food 
products  and  packaging  com- 
pany, has  announced  plans  to 
create  the  world’s  largest  food 
ingredients  group  by  acquiring 
Cultor,  its  Finnish  rival,  for 
□Kr9.5bn  (51.4bn).  international 
companies.  Page  21 

Telecom  Italia  and  Ofivetti  shares 
rose  in  a falling  market  following 
the  clearance  by  Italy's  stock 
market  regulator  of  Olivetti’s 
€53 bn  ($59bn)  hostile  bid  for  the 
telecommunications  group.  Euro- 
pean companies.  Page  19 

Renault;  the  French  carmaker, 
unveiled  a 63  per  cent  rise  in 
annual  profits  but  Indicated  a 
downturn  In  operating  margins 
this  year.  European  companies. 
Page  19;  Lax,  Page  16 

AssfDomfin,  the  troubled  Swedish 
forestry  products  group,  has 
announced  the  departure  of  its 
chief  executive  following  a sharp 
fall  In  profits  and  a bungled 
expansion  strategy.  International 
companies.  Page  22 

Allied  Domecq,  the  world's 
second  largest  spirits  group,  is 
working  towards  a demerger  that 
could  lead  to  a separate  listing 
for  its  leisure  and  retailing  divi- 
sion. UK  companies,  Page  24 

Fu^su,  the  Japanese  software 
and  services  company,  warned 
that  sales  and  profits  would  be 
lower  than  projected  due  to  weak 
domestic  sales.  Companies  and 
Markets,  Page  17;  Lex,  Page 
16;  NTT  warns  of  26%  fail  in 
profits,  Page  18 

68Mral  Electric  Company  of  tire 
UK  moved  to  underline  its  cre- 
dentials as  a telecommunications 
company  with  the  $2.1  bn  acqui- 
sition of  Reltec  Corp,  a US 
networking  products  group. 
Companies  and  Markets,  Page 
17;  Lex,  Page  16 

The  Bank  of  Scotland  is  to  team 
up  with  Pat  Robertson,  the  US 
television  evangelist,  to  launch  a 
direct  banking  operation  In  the 
US.  Companies  and  Markets, 
Page  17;  Lex,  Page  23 

Aetna,  the  largest  US  health 
insurer,  may  be  facing  a costly 
federal  class  action  lawsuit 
brought  by  men  denied  insurance 
coverage  for  Viagra,  the  anti- 
impotence  drug.  US.  Page  6 

Ionian  Bank,  the  Greek  bank  due 
to  be  privatised  this  month, 
reported  a strong  rise  in  pre-tax 
profits  to  Dr12.6bn  ($43m).  Euro- 
pean companies,  Page  19 

Novartis,  the  Swiss 
pharmaceuticals  group,  has  been 
fined  by  Japanese  tax  authorities 
for  under-reporting  its  income. 
Asia-Pacific,  Page  8 

Euro  Prices 

A ctunprafaenaiw  statistical  to  too 

euro  currency  zone,  covering  foreign 
exchange,  bred  aid  gqrty  martats. 

Page  25 


ECB  may  resist  rate  cut  calls 


By  Tony  Barber  in  Frankfurt 
and  Peter  Norman  in  Milan 

The  prospects  for  a cut  in 
European  Interest  rates  appeared 
to  recede  yesterday  after  the 
European  Central  Bank  pub- 
lished figures  showing  that 
money  supply  growth  in  the 
euro-zone  had  risen  Caster  than 
the  bank  wanted. 

While  the  ECB's  reference 
value  over  three  months  is  4.5 
per  cent,  annual  growth  In  M3 
money  supply  rose  to  4.9  per  cent 
over  the  quarter  to  January  from 
4.7  per  cent  in  the  three  months 
to  December. 

Annual  M3  growth  in  January 
alone  rose  to  5.7  per  cent  from  4.5 
per  cent  in  December. 

Economists  said  the  rise  in  M3 
growth,  coupled  with  the  euro's 
7 per  cent  fall  against  the  US 


Analysts  cite  money  supply  figures  and  euro’s  weakness 


dollar  since  its  launch  in  Janu- 
ary, made  it  less  likely  that  the 
ECB's  governing  council  would 
cut  interest  rates  when  it  meets 
In  Frankfurt  on  Thursday. 

The  latest  money  supply  fig- 
ures will  be  greeted  with  dismay 
in  Washington  and  Bonn.  US  gov- 
ernment leaders  have  been  argu- 
ing in  increasingly  emphatic 
terms  for  policies  to  stimulate 
demand  in  tbe  euro-zone.  And 
the  Social  Democrat-led  govern- 
ment of  Germany,  whose  econ- 
omy contracted  in  the  final  quar- 
ter of  last  year  and  which  has  4m 
people  unemployed,  has  com- 
plained about  the  ECB's  reluc- 
tance to  cut  the  main  euro-zone 
refinancing  rate  from  3 per  cent. 

European  socialist  leaders, 
meeting  at  a congress  in  Milan 


yesterday,  voiced  widespread 
disenchantment  with  the  policies 
of  the  ECB  which  has  left  inter- 
est rates  unchanged  since  Decem- 
ber despite  lower  inflation  and 
growing  concern  about  economic 
slowdown. 

Antonio  Guterres,  the  Portu- 
guese prime  minister,  said 
Europe  needed  a monetary  policy 
friendly  to  employment  and 
growth.  Emilio  GabagHo  of  the 
European  Trade  Union  Congress 
said  “a  battle  was  being  waged” 
to  prove  to  the  ECB  that  unem- 
ployment was  not  simply  a struc- 
tural problem. 

In  the  latest  sign  of  German 
economic  weakness,  the  nation's 
engineering  association  VDMA 
reported  that  plant  and  machin- 
ery orders  had  fallen  in  January 


by  an  annual  rate  of  16  per  cent. 
But  the  ECB  is  anxious  to  set 
monetary  policy  in  an  atmo- 
sphere free  from  political  pres- 
sure and  insists  that  interest  rate 
cuts  would  not  cure  the  deeper 
problems  besetting  the  German 
economy.  “Interest  rates  are  at 
their  lowest  level  since  the  sec- 
ond world  war,”  Wim  Duisen- 
berg,  ECB  president,  told  the 
Spanish  newspaper  El  Mundo. 
"Our  perspective  is  based  on  the 
euro-zone  and  not  just  Germany.” 
The  ECB  is  likely  to  have  been 
particularly  concerned  that  pri- 
vate credit  growth  in  the  euro- 
zone rose  to  an  annual  10.5  per 
cent  in  January  from  9.1  per  cent 
in  December.  The  ECB  has  said 
credit  growth  needs  to  be  "care- 
fully monitored".  High  wage  set- 


tlements In  Germany,  averaging 
3 to  4 per  cent  against  an  infla- 
tion rate  of  0.2  per  cent,  were 
another  factor  arguing  against  a 
rate  cut.  economists  said. 

Euro-zone  government  bond 
markets,  meanwhile,  fell  sharply 
and  yields  rose.  The  yield  on  10- 
year  German  government  bonds, 
or  bunds,  rose  to  4.09  per  cent 
from  4 per  cent  at  the  end  of  last 
week,  while  the  price  of  the 
bonds  fell  by  nearly  0.75  points. 

The  trend  was  accelerated  by 
more  signs  that  the  US  economy 
continues  to  grow,  which 
prompted  a sell-off  In  the  US  trea- 
sury bond  market.  In  early  after- 
noon trading  the  30-year  long 
bond  was  down  1£,  pushing  the 
yield  up  to  5.673  per  cent. 

Bank  mulls  ease  for  cut,  Page  2 
Bonds,  Page  26;  Currencies,  Page  27 


HARD-HITTING  TALKS  FAIL  TO  RESOLVE  MAJOR  DIVISIONS  ON  TAIWAN  AND  BEIJING'S  HUMAN  RIGHTS  RECORD 


US  secretary  of  state  Madeleine  Albright  at  a press  briefing  In  Beijing.  Her 


meetings  with  Chinese  leaders  were  marked  by  disagreements 


Iran  signs  $lbn  oil 
deal  with  Elf  and  Eni 


By  Hobart  Contra  in  London, 
Robfai  Alien  in  Tehran  aid 
David  Owen  in  Paris 


The  opening  of  Iran’s  oil  sector  to 
foreign  investment  took  another 
step  forward  yesterday  when 
Tehran  signed  a deal  worth 
nearly  $lbn  with  Elf  Aquitaine  of 
France  and  Eni  of  Italy  to  refur- 
bish the  Doroud  offshore  field, 
near  Kharg  Island  in  the  Gulf. 

However,  the  -agreement  is  a 
blow  to  US  attempts  to  restrict 
large-scale  foreign  investment  in 
Iran's  strategic  petroleum  indus- 
try. It  also  provides  a financial 
boost  to  the  government  ttf  Presi- 
dent Mnhmwnuifi  Khatami,  which 
is  faring  a budget  deficit  this  fis- 
cal year  of  $5bn  because  of  the 
collapse  in  world  oil  prices. 

Elf  and  Eni  will  spend  $540m  to 
raise  Doroud's  output  by  90,000 
barrels  a day,  to  a plateau  pro- 
duction rate  of  220,000  b/d  by 
2003,  by  drilling  wells  and  install- 
ing water  and  gas  Injection  to 
Improve  reservoir  recovery.  It 
will  boost  Doroud's  recoverable 
reserves  from  600m  barrels  to 
L5bn  barrels. 

Under  the  “buy-back”  contract, 
the  capital  provided  by  the  two 
companies  will  be  repaid  through 
the  sale  of  a portion  of  the 
increased  crude  output,  plus  a 
rate  of  return  thought  to  be  in 
excess  of  15  per  emit  The  value 


of  the  10-year  deal  Is  estimated  at 
3998m,  including  charges  and 
remuneration  to  Elf  and  Eni 

Iranian  officials  are  assessing 
dozens  of  proposals  from  foreign 
oil  companies  keen  to  take  part 
in  more  than  40  projects. 

The  Middle  East  Economic  Sur- 
vey newsletter  yesterday  said 
that  more  than  30  foreign  compa- 
nies from  IS  countries  in  Europe, 
Asia.  Latin  America  and  the  US 
had  submitted  proposals, 
although  the  US  ones  - said  to 
have  come  mainly  from  Arco  of 
Los  Angeles  - depend  on  sanc- 
tions being  lifted  by  Washington. 

Although  Elf  ha«  "exchanged 
views”  with  US  officials  about  its 
involvement  in  Iran,  the  com- 
pany said  Washington  had  no 
right  to  restrict  the  commercial 
activities  of  a European  com- 
pany. European  governments  and 
the  European  Union  have  advised 
European  oil  companies  operat- 
ing In  Iran  to  ignore  Washing- 
ton's Iran/Libya  Sanctions  Act 
Usa  is  intended  to  deter  foreign 
energy  investments  in  those 
countries  by  threatening  to  pun- 
ish their  US  operations. 

BP  Amoco  and  Royal  Dutch/ 
Shell,  Europe's  biggest  oil  groups 
with  interests  in  the  US,  have  so 
far  been  reluctant  to  make  a 
definitive  move  in  Iran. 

$5bn  target  for  investment,  Page  7 
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US  and  China  clash 
over  Asia  missile  shield 


By  Janies  Kynge  In  Be$ng 

The  US  warned  China  yesterday 
that  It  must  improve  relations 
with  Taiwan  and  work  harder  to 
prevent  North  Korea  from  devel- 
oping long-range  missiles  if  it 
wants  to  avoid  the  deployment  of 
a US-backed  missile  defence 
shield  in  Asia. 

Madeleine  Albright,  US  secre- 
tary of  state,  made  the  comments 
during  meetings  with  Chinese 
leaders  marked  by  acrimonious 
disagreements  over  Beijing's 
human  rights  record  and  little 
progress  on  an  array  of  issues. 

The  prospect  that  Washington 
might  deploy  a theatre  missile 
defence  (TMD)  system  in  Asia, 
possibly  Including  Taiwan,  has 
drawn  fierce  opposition  from  Bei- 
jing, which  says  that  TMD  would 
mean  the  start  of  a cold  war  pol- 
icy of  containment  against  China. 

The  issue  has  the  potential  fur- 
ther to  sour  China's  already 
tense  relationship  with  Taiwan, 
its  rival  since  1949. 

Lee  Teng-hui,  Taiwan's  presi- 
dent. told  tbe  Financial  Times 
that  his  government  was  inter- 
ested in  a US-led  TMD  shield  to 
protect  itself  against  a reported 
Chinese  build-up  of  missiles. 

A Pentagon  document,  released 


Rout  ere  last  Friday,  stated  that  Beijing 


had  been  boosting  missile  forces 
aimed  at  intimidating  Taiwan. 

Ms  Albright  stressed  that  no 
decision  had  been  taken  to 
deploy  TMD  in  Asia  and  such  a 
deployment  would  depend  on 
China’s  behaviour. 

“Concern  about  ballistic  mis- 
siles in  the  region  is  real,”  James 
Rubin,  state  department  spokes- 
man, said  after  Ms  Albright  met 
Zhu  Rongji,  tbe  Chinese  prime 
minister,  and  Tang  Jiaxuan,  the 
foreign  minister,  In  Beijing.  "If 
China  wants  to  avoid  a situation 
where  that  concern  grows,  then 
It  should  work  with  the  US  to 
prevent  North  Korea  from  advan- 
cing its  missile  programme.” 

China  should  also  work  on 
improving  relations  with  Taiwan 
to  persuade  Taipei  it  did  not  need 
such  a system.  Mr  Rubin  added. 

The  US  had  hoped  that  China, 
which  is  probably  the  only  coun- 
try able  to  bring  some  pressure 
to  bear  on  tbe  secretive  North 
Korean  government,  would 
co-operate  more  closely  with 
Washington  on  efforts  to  per- 
suade Pyongyang  to  stall  its  mis- 
sile development  programme. 

The  test  firing  of  a North  Kor- 
ean missile  into  the  sea  near 
Japan  last  year  rang  alarm  bells 
in  Tokyo  and  strengthened  the 
case  for  a TMD  shield  In  Asia. 


Ids  Albright  said  that  discus- 
sions yesterday  on  North  Korea 
were  "quite  constructive”.  But  in 
general,  the  lack  of  progress  on  a 
number  of  Issues  suggested  that 
a scheduled  visit  by  Mr  Zhu  to 
the  US  in  April  might  achieve 
little  of  substance. 

On  China's  negotiations  to 
enter  the  World  Trade  Organisa- 
tion, Mr  Rubin  said  there  had 
been  some  positive  indications 
but  “there  is  a long  way  to  go". 

He  added  that  the  dialogue  on 
China's  human  rights  record 
ranked  at  the  “high  end  of  tough 
exchanges”.  Ms  Albright  said 
that  recent  abuses,  such  as  the 
detention  and  sentencing  of  pro- 
democracy activists  in  China, 
were  deplorable. 

Mr  Rubin  said  that  the  US  was 
keeping  open  the  option  of  put- 
ting forward  a motion  to  censure 
Beijing  over  human  rights  at  the 
United  Nations  in  Geneva. 

Mr  Tang  warned  that  human 
rights  were  no  excuse  for  "wan- 
tonly interfering”  in  China's 
internal  affairs.  "A  handful  of 
anti-China  elements  within  the 
US  are  going  all  out  to  interfere 
with  and  obstruct  tbe  normal 
development  of  China-US  rela- 
tions,” he  said. 

Editorial  Comment,  Page  IS 
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Banks  in  crisis  talks  over  Russian  debt 


By  Vmcefft  Boland  and 
Arkady  Ostrovsky  in  London 

Banks  representing  owners 
of  up  to  $15bn  of  defaulted 
Russian  bonds  were  last 
night  in  crisis  talks  expected 
to  end  with  the  removal  of 
Deutsche  Bank  as  head  of 
the  group  negotiating 
restructuring  terms  witb  the 
Russian  government. 

The  talks  highlighted  dis- 
array in  the  negotiating 
group  and  deep  splits  among 
the  banks  after  Deutsche 
Bank  unilaterally  accepted 
restructuring  terms,  which 
could  amount  to  as  little  as 
2.5  per  cent  of  the  face  value 


Italy 
claims 
budget 
stability 
on  track 

By  James  BRtz  in  Rome 


Carlo  Azeglio  Ciampi.  Italy's 
Treasury  minister,  yesterday 
claimed  bis  country's  budget 
stabilisation  programme  was 
on  track  after  it  posted  a 
deficit  that  was  2.7  per  cent 
of  gross  domestic  product  in 
1998. 

After  a year  in  which  Italy 
suffered  one  of  the  most 
sluggish  economic 
performances  in  the 
European  Union,  the  budget 
deficit  narrowly  missed  the 
2.6  per  cent  target,  which  Mr 
Ciampi  had  set. 

The  consolation  Tor  the 
government  was  that  the 
deficit  figure  posted 
yesterday  showed  no 
deterioration  on  the  figure 
for  1997.  also  2.7  per  cent. 

Istat.  the  national 
statistical  institute,  reported 
that  Italy's  economy  grew  by 
1.4  per  cent  last  year,  well 
below  the  2.5  per  cent  figure 
the  government  originally 
forecast. 

The  disappointing  growth 
performance  meant  the 
Treasury  had  lower  tax 
receipts  than  expected  last 
year,  ensuring  the  deficit 
target  would  be  missed. 

However,  Mr  Ciampi 
insisted  that  tough 
stewardship  of  public 
finances  had  ensured  only  a 
marginal  slip  in  the  deficit 
figure,  given  that  growth 
came  in  more  than  a 
percentage  point  below 
expectations. 

Italy's  debt  to  GDP  ratio  - 
the  item  that  causes  the 
most  concern  to  the 
country's  partners  in  the 
euro  - dropped  from  122.4 
per  cent  in  1997  to  11S.7  per 
cent  last  year.  The 
disappointing  economic 
performance  meant  that  the 
debt,  which  in  value  terms 
rose  by  more  than  LSO.OOObn 
(€15.5bn.  $17bm  in  the  year 
to  October  1998.  came  in  half 
a percentage  point  of  GDP 
higher  than  Mr  Ciampi  had 
hoped. 

The  biggest  deviation  from 
Italy's  stabilisation  plan  was 
in  the  primary  surplus  - the 
difference  between  revenue 
and  spending,  excluding  the 
Treasury's  interest 
payments  on  the  debt. 

Italy  had  pledged  to  its 
European  partners  that  it 
would  keep  a primary 
surplus  of  5.5  per  cent  of 
GDP  as  part  of  its  pledge  to 
maintain  downward 
pressure  on  spending.  But 
the  primary  surplus  last 
year  was  4.9  per  cent  of  GDP. 
underlining  the  fact  that 
Italy  has  managed  to  keep 
its  deficit  under  control 
because  of  the  favourable 
downward  cycle  in  interest 
rates. 
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of  the  bonds  before  Russia 
devalued  the  rouble  last 
August. 

Deutscbe  Bank  accepted 
the  terras  on  Friday  for  its 
own  holdings  of  banks,  but 
not  for  those  of  its  clients, 
and  Chase  Manhattan  fol- 
lowed suit  yesterday.  The 
move  enraged  other  mem- 
bers of  the  19-hank  group, 
which  has  been  in  often  bit- 
ter talks  with  the  govern- 
ment since  it  defaulted  on 
the  debt. 

Prices  of  Russia's  interna- 
tional bonds  have  fallen  by 
almost  19  per  cent  in  the 
past  two  weeks  as  fears  grew 
that  the  bonds  would  be 


restructured  as  part  of  a 
wider  reorganisation  of  the 
country's  debt  burden. 

Russia's  terms  are 
believed  to  include  allowing 
foreign  banks  to  use  pro- 
ceeds of  the  restructuring  to 
invest  in  bonds  convertible 
into  shares  of  Lukoil  and 
Gazprom,  the  country's  two 
most  valuable  companies. 

Deutscbe  Bank  was  under- 
stood to  be  ready  to  step 
aside  “if  asked”  at  tbe  meet- 
ing while  insisting  that  it 
had  received  no  favourable 
treatment  from  Russia  for 
agreeing  to  the  terms.  But 
its  role  as  head  of  the  Lon- 
don Club  committee  of  com- 


mercial creditors  owed  $30bn 
in  Soviet-era  debt  was  also 
expected  to  be  raised  at  the 
meeting. 

Although  the  two  types  of 
debt  are  not  directly  linked, 
some  banks  and  Investors 
said  allowing  Russia  to 
restructure  tbe  GKO  debt  on 
its  own  terms  would  set  a 
precedent  and  weaken  the 
banks'  positions  in  other 
debt  negotiations. 

The  split  leaves  the  negoti- 
ating group  in  tatters  and 
represents  a victory,  at  least 
in  the  short  term,  for  Russia. 
It  has  also  revealed  a deep 
split  between  commercial 
banks  with  long-term  ambi- 


tions in  the  Russian  market 
and  investment  banks. 

Credit  Suisse  First  Boston, 
vice-chair  of  the  group  and 
its  leading  hardliner  along 
with  Nomura,  is  understood 
to  have  lost  heavily  since 
the  onset  of  Russia's  finan- 
cial collapse.  It  has  cut  back 
sharply  on  staff  numbers  In 
Moscow,  where  until 
recently  it  had  by  far  the 
biggest  presence  of  any  west- 
ern investment  bank. 

Observers  suggested  Deut- 
sche Bank's  willingness  to 
accept  Russia’s  terms  was 
merely  an  acceptance  of 
financial  reality.  “Russia 
i simply  has  not  got  tbe 


money  to  pay  back  GKO 
investors  in  full.'’  said  one 
western  banking  analyst. 
“Nor  should  it  make  repay- 
ment a priority.  Some  people 
cannot  accept  that  they  have 
made  an  error  of  judge- 
ment.” Russia  has  foreign 
currency  reserves  of  only 
SlL4bn- 

FoUowing  their  acceptance 
of  Russia's  terms  for  the 
bonds  in  their  own  accounts, 
Deutsche  Bank  and  Chase 
are  expected  to  write  their 
investments  off.  Neither 
bank  would  reveal  yesterday 
how  much  was  involved. 
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Moscow  could  face  legal  action 


By  John  Mason  in  London 

The  Russian  government 
may  face  threats  of  Interna- 
tiona] legal  action  over  its 
S15bn  GKO  debt-reschedul- 
ing crisis  if  the  19-bank  com- 
mittee representing  inves- 
tors collapses  in  dis- 
agreemenr. 

The  threat  of  legal  action 
over  Russia's  default  on  its 
short-term  domestic  securi- 
ties debt  has  so  far  been  con- 
sidered purely  as  a negotia- 
ting tactic  by  tbe  committee. 

However,  last  week's  split 
in  the  committee,  caused  by 
Deutsche  Bank  accepting 
Russia's  latest  settlement 
terms,  may  increase  the 
prospect  of  such  threats 
being  turned  into  reality. 

Such  moves  are  likely  to 


come  from  tbe  most  hawkish 
of  banks  and  investors  try- 
ing to  retrieve  their  money. 
Others  have  indicated  no 
wish  to  u-y  the  legal  route. 

The  importance  of  the 
legal  aspect  of  the  case  was 
emphasised  by  a legal  opin- 
ion from  international  law- 
yers that  tbe  chances  of 
investors  recovering  money 
through  legal  action  might 
be  better  than  first  sup- 
posed. 

The  opinion  provided  to 
the  committee  suggests 
investors  in  the  UK.  France. 
Germany  and  the  Nether- 
lands - between  40  and  60 
per  cent  of  ail  those  involved 
- are  protected  by  interna- 
tional rather  than  Russian 
law. 

Investors  could,  at  least 


theoretically,  recoup  far 
more  money  than  currently 
offered.  The  latest  terms, 
accepted  by  both  Deutsche 
Bank  and  Chase  Manhattan, 
would  see  investors  recover- 
ing just  2.5  per  cent  of  their 
money.  Under  international 
obligations,  lawyers  believe 
investors  are  entitled  to 
compensation  of  some  60  per 
cenL 

Bankers  who  commis- 
sioned the  opinion  say  the 
crucial  conclusion  reached 
by  the  panel  of  international 
lawyers  is  that  the  manner 
of  the  Russian  default  last 
August  amounted  to  deliber- 
ate expropriation,  rather 
than  a normal  default. 

The  Russian  government 
and  central  bank  suspended 
trading  in  GKOs,  imposed  a 


moratorium  on  some  foreign 
currency  operations  and 
floated  the  rouble,  which  led 
to  its  collapse. 

There  are  strong  grounds 
for  arguing  these  measures 
amounted  to  expropriation, 
since  investors  were 
deprived  of  the  use  and  con- 
trol of  their  investments,  the 
lawyers  said.  IT  this  is  true. 
Russia  would  be  liable  under 
the  treaties  to  pay  compen- 
sation. 

Investors  could  also  insist 
that  any  compensation 
should  be  paid  in  dollars 
rather  than  roubles,  the  law- 
yers suggest  Compensation 
should  be  paid  according  to 
the  market  value  of  the  secu- 
rities before  August  17  last 
year  - some  60  per  cent  of 
the  original  value. 


To  take  legal  action.  Inves- 
tors would  refer  the  case  to 
international  arbitration. 

The  lawyers  made  no  judg- 
ment on  whether  the  Rus- 
sian government  would  pay 
compensation  if  ordered  to 
do  so. 

States  normally  honour 
such  compensation  pay- 
ments but  there  are  no  guar- 
antees. they  argued. 

Some  bankers  say  if  Rus- 
sia failed  to  honour  such 
awards,  effective  enforce- 
ment might  be  achieved 
through  confiscating  its 
commercial  assets  such  as 
the  proceeds  of  future  priva- 
tisations or  bond  issues. 

But  other  bankers  are  less 
hopeful  and  say  the  chances 
of  recovering  the  money 
would  be  slight. 


ATTACKS  IN  TURKEY  FEAR  OF  PKK  GROWS 


Violence  ‘may 
herald  Kurdish 
terror  drive’ 


By  Leyte  Boulton  in  Ankara 


A spate  of  attacks  in  Turkish 
cities  could  herald  the  start 
of  a terrorism  campaign  by 
supporters  of  Abdullah  Oca- 
lan,  the  leader  of  the  PKK 
Kurdish  guerrilla  group  who 
was  captured  by  Turkish 
forces  last  month,  analysts 
said  yesterday. 

In  the  worst  attack.  17 
people  were  injured  after  a 
hand  grenade  was  thrown 
into  an  Istanbul  coffee  shop 
on  Sunday  night.  The  attack- 
ers have  not  been  identified. 
Three  people  were  killed  ear- 
lier last  week  in  an  attack  on 
a cafe  in  the  south-eastern 
town  of  Gene,  while  other 
attacks  in  the  city  of  Istan- 
bul, Izmir  on  tbe  west  coast 
and  Bursa,  80kra  south  of 
Istanbul,  damaged  property. 

The  violence  follows  a call 
by  the  PKK.  which  is  seek- 
ing autonomy  for  the  Kurds 
in  Turkey,  for  armed  attacks 
by  its  militants  following  the 
capture  of  Mr  Ocala □ in  Nai- 
robi two  weeks  ago.  He  is 
being  held  in  Turkey  on 


treason  charges  and  is  likely 
to  face  trial  later  this  month. 

Analysts  said  attacks  were 
easiest  to  carry  out  in  big 
cities  such  as  Istanbul, 
which  has  large  communi- 
ties of  Kurdish  refugees  from 
Turkey's  south-east  region. 
The  south-east  has  been 
home  to  a 15-year  war  by  tbe 
PKK  against  government 
forces,  which  say  they  have 
ail  but  defeated  the  group  on 
the  battlefield. 

“As  a terrorist  organisa- 
tion the  PKK  has  got  a very 
[strong!  capability,"  said  one 
western  analyst.  "Although 
people  are  right  to  point  out 
you  cannot  confuse  the  PKK 
with  Kurds,  for  every  1,000 
Kurds  you  are  going  to  get 
single  or  double  figures  of 
PKK  sympathisers  and  it  is 
an  easy  thing  to  mobilise 
them." 

Limit  Ozdag  of  Gazi  Uni- 
versity in  Ankara  said  the 
PKK  was  no  longer  strong 
enough  to  put  up  a convinc- 
ing fight  against  the  military 
in  rural  areas. 

But  this  made  it  more 


A Kurdish  boy  kissing  a portrait  of  AbduRoh  Ocalan,  the  rebel  leader,  as  he  and  other  Kurds  ratty 
outside  the  US  embassy  in  Moscow  yesterday  to  protest  at  Turkey’s  arrest  of  Ocalan 


AP 


likely  instead  to  attack 
urban  areas.  However,  Prof 
Ozdag  said  the  PKK  was 
likely  to  try  to  minimise 
casualties  to  avoid  alien- 
ating its  supporters  in  west- 
ern Europe.  Attacking  high- 
ranking  Turkish  officials 
was  not  a serious  option 
because  they  were  well  pro- 
tected. he  said. 


The  attacks  coincided  with 
the  promise  yesterday  by 
Billent  Ecevit,  the  Turkish 
prime  minister,  of  S115m  in 
state  investment  to  speed  up 
ecooomlc  development  in 
the  south-east  over  the  next 
two  years. 

He  initially  promised  the 
"production,  investment  and 
employment"  offensive  to 


win  over  disgruntled  Kurds 
in  the  area  following  Mr 
Ocalan 's  capture.  But  yester- 
day was  the  first  time  Mr 
Ecevit  gave  any  details  of 
the  proposals.  He  is  expected 
next  week  to  kick  off  his 
campaign  for  the  April  gen- 
eral election  in  Diyarbakir. 
the  biggest  city  in  the 
region. 


Bank 
mulls 
case  for 
cut  in 
rates 
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ECB  watch 


By  Wolfgang  Munchau 
in  Frankfurt 

Judging  by  tbe  smoke 
signals  from  several  or 
Europe's  central  hank  chiefs 
the  governing  council  of  the 
European  Central  Bank  is 
expected  to  leave  tbe  bench- 
mark short-term  interest 
rate  unchanged  at  3.0  per 
cent  at  Its  meeting  on  Thurs- 
day. If  so  it  will  be  seen  by 
many  as  the  ECB's  first  seri- 
ous policy  error. 

Several  reasons  have  been 
cited  for  not  cutting  rates  at 
present.  Monetarists  point  to 
recent  growth  in  MS  money 
supply,  which  has  increased 
by  1.9  ner  cent  over  a three- 
monlh  average  - aixive  the 
ECB  target  of  4.5  per  cent. 
Others  express  concern 
.about  the  possible  inflation- 
ary impact  of  the  4.2  per  cent 
wace  settlement  reached  last 
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month  in  the  German  engi- 
neering industry. 

Some  central  bankers 
oppose  a rate  cut  for  politi- 
cal reasons,  not  wanting  to 
be  seen  to  be  compromising 
their  independence,  for 
example,  by  seemingly  giv- 
ing m to  Oskar  Lafontaine. 
the  German  luiance  minis- 
ter. who  has  called  on  the 
ECB  to  cut  rates.  Prof  Paul 
Krugrnan  of  tbe  Massachu- 
setts Institute  of  Technology 
commented  in  Germany’s 
Capjui  magazine  this  month 
that  "even  if  Mr  Lafontaine 
proposed  coffee  for  break- 
fast". the  ECB  would  reject 
the  suggestion  as  an  assault 
on  its  independence. 

in  fact,  the  interaction 
between  politicians  and  cen- 
tral hankers  has  become  a 
sc-nous  problem  for  the  con- 
duct of  economic  policy  in 
the  eur<>-zonc. 

Prof  Krugman  savs  the 


ECB  is  correct  about  the 
need  for  a tight  fiscal  policy 
and  labour  market  reform, 
while  Mr  Lafontaine  Is  right 
to  call  for  lower  interest 
rates.  But  Lhe  two  sides 
seem  unable  to  reconcile  the 
options. 

Wim  Duisenberg.  presi- 
dent of  the  ECB.  said  as 
much  when  describing  the 
meetings  or  the  Eun>II.  the 
regular  gatherings  of  the 
euro-zone  finance  ministers, 
in  which  he  participates. 

-I  have  the  inclination  to 
bilk  a little  bit  more  about 
fiscal  developments  than 
most  ministers  do.  and  min- 
isters have  the  inclination  to 
talk  a little  bit  more  about 
monetary  developments 
than  the  president  of  the 
central  bank  does."  he  said 
at  a hearing  of  the  European 
arliament  in  January- 

The  main  arguments  in 
favour  of  a rate  cut  are  the 


persistent  decline  in  annual 
inflation  in  the  euro-zone  - 
0.8  per  cent  in  December  - 
and  the  dismal  economic 
performance  of  Italy  and 
Germany,  which  account  for 
about  half  the  euro-zone’s 
economy. 

German  growth  became 
negative  in  tbe  fourth  quar- 
ter of  1998.  while  inflation  is 
heading  towards  zero.  The 
country's  annual  rate  was 
0.2  per  cent  in  January,  a 
potential  measurement  error 
- estimated  at  up  to  0.75  per 
cent  - could  point  to  a defla- 
tionary trend. 

Reai  short-term  interest 
rates,  which  are  adjusted  for 
expectations  or  future  infia- 
tion,  are  about  2.5  per  cent 
in  the  euro-zone.  Rea]  Inter- 
est rates,  however,  are  not 
homogenous  across  the 
region. 

They  are  higher  in  low-in- 
flation countries,  such  {Vi 


Germany,  and  low’er  in  rela- 
tively high  inflation  econo- 
mies. such  as  Ireland. 

The  ECB  regularly  main- 
tains that  interest  rates  in 
the  euro-zone  are  low’  both 
in  terms  of  historical  rates 
and  international  compari- 
sons. That  may  be  true  for 
nominal  interest  rates,  but  it 
is  only  partially  true  for  real 
interest  rates.  For  example. 
US  real  interest  rates  during 
the  recession  in  the  early 
1990s  were  zero. 

The  ECB  argues  that  euro- 
zone inflation,  rather  than 
German  inflation,  should  be 
the  benchmark.  This  is  cor- 
rect in  terms  of  the  law.  but 
ignores  the  fact  that  Ger- 
many is  as  likely  to  drag 
down  growth  in  the  rest  of 
the  euro-zone  as  the  euro- 
zone is  to  push  up  Germany 
up  to  its  level. 

Until  now  nobody  expec- 
ted the  ECB  to  cut  interest 
rates.  So  soon  after  the  suc- 
cessful launch  of  the  euro, 
such  a move  would  have 
been  viewed  as  premature. 

But  the  honeymoon  is 
over.  Since  its  launch  in  Jan- 
uary. the  euro  has  declined 
against  the  dollar  by  over  6 
per  cent  as  the  markets  have 
become  increasingly  pessi- 
mistic about  economic 
growth  prospects  in  the 
euro-zone. 

Whatever  the  ECB  does  on 
Thursday,  it  will  face  criti- 
cism. Since  central  bankers 
have  been  known  to  give  out 
misleading  signals,  a rate 
cut  cannot  be  ruled  out.  But 
the  chances  are  the  ECB  will 
be  criticised  for  failing  to  act 
rather  than  for  acting  pre- 
maturely. 


Lafontaine 
shrugs  off 
tax  threats 


By  Ralph  Atkins  hi  Bonn  and 
Ute  Hamischfeger  in  Frankfurt 


Oskar  Lafontaine. 
Germany’s  finance  minister, 
yesterday  launched  a robust 
defence  of  his  controversial 
tax  package,  insisting 
threats  by  industry  to  trans- 
fer operations  abroad  were 
“not  credible  and  will  not 
have  the  desired  effect” . 

His  comments  followed  a 
fierce  reaction  from  business 
over  tax  proposals  currently 
before  parliament.  Allianz, 
Europe's  largest  Insurer,  and 
RWE,  the  energy  and  indus- 
try group,  have  said  they 
may  move  activities  outside 
Germany  as  a consequence. 

Veba,  the  Dtisseldorf-based 
energy  based  conglomerate, 
yesterday  added  to  the  pro- 
tests, saying  the  reforms 
would  cost  it  DM5bn  <€2.6bn, 
$2£bn>  in  coming  years. 

Mr  Lafontaine.  who  is  also 
chairman  of  the  ruling 
Social  Democratic  party, 
said  his  tax  reforms  were 
central  to  the  centre-left  gov- 
ernment’s programme. 
Workers  and  families  would 
be  left  better  off.  but  compa- 
nies that  had  "benefited  sub- 
stantially’' from  transferring 
profits  overseas  or  from  gen- 
erous depreciation  rules 
would  have  to  pay  more. 
"Big  companies,  with  their 
huge  profits,  are  required  to 
make  their  contribution”  to 
state  finances,  he  said. 

The  finance  minister  is 
under  increasing  pressure 
following  industry's  rejec- 
tion of  his  tax  plans.  He 
wants  a broadened  tax  base, 
something  also  sought  by 


tbe  previous  government  of 
former  chancellor  Helmut 
Kohl.  But  while  the  parlia- 
mentary finance  committee 
yesterday  agreed  changes, 
increasing  the  net  “give- 
away" in  2002  from  the 
DMl 5bn  originally  planned 
to  DM20bn,  individuals  will 
benefit  most  from  lower  tax 
rates,  and  Mr  Lafontaine  has 
resisted  a significant  "give- 
away" for  industry. 

Veba  said  its  additional 
costs  would  arise  from  plans 
to  raise  taxes  on  reserves 
against  claims  and  catastro- 
phes. which  have  so  far  been 
tax  free.  It  said  it  would 
shoulder  roughly  a fourth  of 
the  additional  DM20 bn  tax 
burden  faced  by  the  entire 
utility’  industry’.  “We  have  to 
start  saving  massively  as  a 
reaction  to  the  tax  reform, 
which  will  affect  our  invest- 
ments and  our  jobs,”  it  said. 

The  dispute  over  tax  has 
created  distance  between  Mr 
Lafontaine  and  Gerhard 
Schrader,  the  chancellor, 
who  last  week  made  clear 
future  reforms  - particularly 
corporation  tax  changes 
planned  for  next  year  - 
would  be  drawn  up  in  close 
consultation  with  industry. 

Insurers  will  on  Wednes- 
day meet  Mr  SclirOder  to  dis- 
cuss proposals  to  lift  the  tax 
burden  on  the  sector. 

Separately.  Mr  Lafontaine 
faced  criticism  from  opposi- 
tion parties  after  signalling 
at  the  weekend  a greater 
willingness  by  the  SPD  to 
co-operate  with  the  Party  of 
Democratic  Socialism,  suc- 
cessor to  East  Germany’s 
Communists. 


NEWS  DIGEST 

RUSSIAN  CRISIS 


Berezovsky  attacks 
government  on  economy 

Boris  Berezovsky,  the  Russian  business  tycoon,  yesterday 
condemned  the  government  for  its  growing  authoritarian- 
ism and  inability  to  tackle  the  country's  economic  crisis. 
Mr  Berezovsky  said  he  had  several  “ideological  differ- 
ences'' with  the  Communist-influenced  government  “The 
chief  difference  is  a signal  failure  of  this  government  to 
understand  liberal  values,  economic  and  political  free- 
doms. And  that  is  why  I repeat  1 do  not  think  this  govern- 
ment can  find  a way  out  for  Russia  in  this  difficult  situa- 
tion," he  said. 

As  the  self-styled  leader  of  a group  of  oligarchs  who 
previously  wielded  enormous  influence  over  President 
Boris  Yeltsin's  administration,  Mr  Berezovsky  has  been  at 
the  centre  of  controversy  in  recent  weeks.  Mr  Primakov 
has  made  clear  that  he  wants  to  disentangle  the  state 
from  business  and  crack  down  on  corruption. 

Federal  prosecutors  have  recently  launched  investiga- 
tions into  several  companies  connected  with  Mr  Berezov- 
sky, including  the  Aeroflot  a/riine,  the  Sibneft  oil  company 
and  the  Avtovaz  car  plant. 

But  Mr  Berezovsky  has  alleged  that  the  FSB,  the  suc- 
cessor to  the  KGB,  has  been  plotting  to  incriminate  - even 
assassinate  - him.  John  Thornhill,  Moscow 


ROMANIAN  BANK 


Bancorex  under  administration 

Romania's  central  bank  yesterday  placed  Bancorex.  the 
country's  biggest  state  bank,  under  administration.  The 
move  came  as  the  government  increased  petrol  taxes  by 
46  per  cent  in  the  country's  latest  efforts  to  meet  Interna- 
tional Monetary  Fund  and  World  Bank  conditions  for  grant- 
ing new  loans. 

Romania  risks  defaulting  on  this  vear's  foreign  debt  ser- 
vice payments  of  some  $2.5bn.  of  which  $1.6bn  stem  from 
state  or  state-guaranteed  loans,  if  Bucharest  fails  to  sign 
loan  accords  with  the  Fund  and  the  Bank.  Official  foreign 
reserves,  excluding  gold,  stand  at  Si  ,6bn. 

The  IMF  says  Romania  has  made  "solid  progress"  on 
economic  reforms  in  recent  months,  and  that  Bucharest's 
forma)  request  for  a standby  loan  would  be  “considered" 
by  the  Fund's  executive  board  in  June. 

Bancorex  was  placed  under  central  bank  administration 
as  a tun  by  depositors  yesterday  entered  'its  fifth  day.  The 
run  was  triggered  last  week  after  the  central  bank  injected 
2,500bn  lei  ($196m)  into  Bancorex  after  the  bank’s  entire 
management  resigned  over  disagreements  with  the  World 
Bank  on  a rescue  plan.  Some  70  per  cent  of  Bancorex 
loans  are  non -performing.  Joe  Cook,  Bucharest 


ANTI-WESTERN  SENTIMENT 


Serbs  attack  Kosovo  monitors 

Two  international  monitors  in  Kosovo  were  attacked  by  a 
Serb  crowd  yesterday  in  a further  sign  of  growinq  anti- 
western  sentiment  in  the  divided  Serbian  province. 

A Briton  and  a Dane  were  attacked  in  the  southern  town 
of  Prizren.  The  incident  began  with  a group  oi  children 
throwing  snowballs  at  lhe  monitors.  Afier  a brief  argument, 
a number  of  adults  arrived  and  beat  the  two.  They  were 
not  seriously  injured,  although  one  sustained  a cracked 
tooth. 

Anti-western  sentiment  has  been  arowmg  because  of 
Nato  threats  to  bomb  strategic  targets  in  Serbia  unless  the 
Serbs  sign  a peace  agreement  for  the  future  of  Kosovo 
and  allow  a Nato  force  to  police  the  deal.  The  Serbs  have 
rejected  the  terms  of  the  deal.  The  province's  ethnic  Alba- 
nians, who  form  90  per  cent  of  the  province's  population, 
are  seeking  independence  from  Serbia. 

Nato  has  buift  up  a force  of  troops,  tanks  and  equipment 
m neighbouring  Macedonia  in  advance  of  a possible 
peacekeeping  mission  in  Kosovo. 

Kosovo's  Albanian  rebels  yesterday  acknowledged  killing 
a Serb  civilian  but  released  another  after  mediation  by 
international  observers  from  the  Organisation  for  Security 
ana  Go-operation  in  Europe.  Reuters 
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Delay  on  farm 
policy  reform 
talks  agreed 


By  Robert  Graham  m Paris 

European  Union 

governments  yesterday 
reluctantly  acceded  to 
French  requests  for  a post- 
pone  merit  of  negotiations  on 
the  reform  of  farm  policy  to 
allow  time  for  talks  between 
Pans  and  Bonn  to  overcome 
their  differences. 

“The  gap  in  positions  is 
still  very  big,”  Jean  Glavany. 
French  agriculture  minister, 
said  yesterday  before  the 
delay  was  agreed. 

Talks  between  agriculture 
ministers  were  due  to 
resume  today  in  Brussels 
after  last  week's  abortive 
marathon  session,  but  the 
meeting  has  been  postponed 
at  least  until  Thursday. 
France  had  sought  the  delay 
to  allow  more  time  for  com- 
mon ground  with  Germany, 
which  is  chairing  the  talks. 

France  has  found  itself  iso- 
lated from  virtually  all  the 
other  14  EU  members  in  a 
vigorous  defence  of  its  pow- 
erful agricultural  lobby. 

Mr  Glavany  said  that  if 
today's  meeting  had  gone 
ahead  he  would  have  pres- 
ented a memorandum  with 
some  new  ideas  to  his  fellow 
EU  ministers.  This  docu- 
ment is  now  likely  to  be  held 
back  pending  a series  of 
bilateral  talks,  notably  with 
the  Germans. 

Paris  is  insisting  the  Ger- 
man presidency  accept  the 
principle  that  any  deal  on 
reform  of  the  Common  Agri- 
cultural Policy  (CAP;  must 
be  directly  linked  to  the 
broader  talks  on  restructur- 
ing of  EU  finances,  the 


so-called  “Agenda  2000". 
Until  now  the  German  presi- 
dency has  sought  to  separate 
the  agriculture  dossier  as 
the  most  contentious. 

“There  will  be  no  agree- 
ment on  the  CAP.  just  as 
there  will  be  no  global  agree- 
ment on  Agenda  2000  unless 
the  French  and  German  posi- 
tions come  closer."  Mr  Gla- 
vany said. 

He  conceded  that  his  rela- 
tionship with  his  German 
counterpart  was  “a  bit"  diffi- 
cult- highlighting  the  contin- 
ued problems  Paris  is  having 
in  setting  up  a proper  dia- 
logue with  the  new  German 
government. 

He  was  speaking  against 
the  backdrop  of  the  annual 
international  agricultural 
show  in  Paris,  where  he  and 
his  staff  have  moved  their 
offices  for  the  week  to  under- 
score the  political  impor- 
tance of  French  agriculture. 

The  Socialist-led  French 
government  of  Lionel  Jospin 
has  rejected  Commission 
proposals,  backed  by  Ger- 
many, to  reduce  farm  spend- 
ing by  shifting  part  of  the 
harden  on  to  national  bud- 
gets. France  is  also  opposed 
to  any  change  in  the  current 
regime  of  milk  quotas. 

Officials  were  suggesting 
yesterday  it  could  prove 
impossible  to  establish  a 
new  negotiating  base  this 
week.  Mr  Glavany  has  said 
several  weeks  might  be 
needed.  Such  a delay  would 
interfere  with  German  plans 
to  wind  up  talks  on  Agenda 
2000  by  the  end  of  March. 

Etfitorial  comment,  Page  15 


EUROPE 


Russian  who  dreams  of  seeing  Cossacks  clad  in  denim 


Jeans  may  be  losing  their  popularity  in  the  west  but  to  a deprived  area  of  the  former 
Soviet  Union  they  have  brought  freedom  and  opportunity,  writes  John  Thornhill 


The  idea  or  Cossacks 
wearing  jeans  seems 
about  as  likely  as  cow- 
boys eating  caviar.  But 
Vladimir  Melnikov,  who 
hails  from  the  Cossack 
heartlands  of  Rostov-on-Don 
in  southern  Russia,  is  deter- 
mined to  clothe  his  compa- 
triots in  denim. 

"Jeans  are  the  symbol  of 
the  20th  century  “ says  the 
50-year-old  entrepreneur, 
enthusing  about  their  associ- 
ations with  freedom,  fron- 
tiers and  informality. 
"Besides  no  one  made  them 
here  before  so  there  was 
little  competition.”  he  adds, 
rather  more  pragmatically. 

Mr  Melnikov's  company, 
Gloria  Jeans,  is  an  all-too- 
rare  example  of  a successful 
manufacturing  enterprise  in 
a country  still  racked  by  eco- 
nomic crisis.  Last  year  his 
private  company  turned  out 
2.1m  items  of  denim  clothing 
including  trousers,  shirts 
and  coats.  He  aims  to  lift 
production  to  5m  pieces  this 
year. 

Boosted  by  the  effects  of 
the  rouble  devaluation, 
which  has  significantly  low- 
ered the  company's  costs  in 
dollar  terms.  Gloria  is  even 
preparing  to  export  its  jeans 
to  Germany.  It  has  already 
clinched  a trial  order  for 
22.000  pieces,  which  could 
expand  to  500.000. 

“We  are  now  working  in 
an  absolutely  new  environ- 
ment folio ning  the  devalua- 
tion." says  Mr  Melnikov. 
"We  can  sell  our  jeans  for  as 
little  as  Rbsl45  (S6.5).  That  is 
the  lowest  price  for  a quality 
product  to  be  found  any- 
where in  the  world.  Our 
competitors  are  not  very 
happy  with  us." 


The  impulsive,  grey-haired 
businessman,  who  sports  a 
sharp  pin-striped  business 
suit,  buzzes  with  ideas  as  he 
is  driven  through  Rostov's 
snow-clogged  streets  in  his 
white  Chrysler  automatic. 
He  plainly  relishes  a chal- 
lenge: even  at  the  age  of  12 
he  was  earning  money  by 
catching  fish  in  the  Don 
river  and  undercutting  shop 
prices. 

Such  “anti-Communist” 
activities  were  later  to 
attract  the  attention  of  the 
KGB,  who  imprisoned  him 
for  black  market  trading. 

“I  did  nothing  bad.  But 


they  called  me  a speculator 
and  threw  me  in  jail."  he 
says.  "It  is  bad  to  steal.  It  is 
bad  to  swindle.  But  all  that  I 
did  is  permitted  in  the  Bible. 
Everyone  has  a right  to  pri- 
vate property." 

Mr  Melnikov  was  released 
from  prison  under  an 
amnesty  proclaimed  by  Mik- 
hail Gorbachev,  the  Soviet 
leader  at  the  time.  He  cele- 
brated his  freedom  by  foun- 
ding Gloria  and  manufactur- 
ing jeans.  In  1992  he  owned 
just  two  sewing  machines 
but  he  amassed  enough  capi- 
tal to  buy  the  "half-dead" 
state-owned  Novoshakhtinsk 
Sewing  Factory  No.  6 in  a 
nearby  coal  mining  town. 


The  one-time  social  outlaw 
has  been  transformed  into 
something  of  a local  hero  as 
he  battles  to  revive  Novo- 
shakhtinsk's  depressed  econ- 
omy. The  unemployment 

rate  among  the  town's 
100,000  residents  soared  to 
more  than  40  per  cent  follow- 
ing the  closure  of  several 
unprofitable  pits. 

Gloria  has  rapidly  expan- 
ded production  and  now 
employs  2,000.  mostly 
female,  workers  who  fever- 
ishly stitch  together  jeans  to 
earn  themselves  a bonus. 
Although  they  complain  that 
the  average  wage  is  only 


Rbsl.000  a month,  they 
praise  Mr  Melnikov  for  pay- 
ing them  in  full  and  on  time 
- unlike  most  other  local 
enterprises. 

Taisa  Gbozdenko,  head  of 
the  design  department, 
says  both  the  working 
practices  and  the  age  profile 
of  the  factory  have  been 
transformed  since  Mr  Melni- 
kov arrived.  Previously,  a 
Moscow  ministry  dictated 
what  clothes  and  designs 
should  be  produced  and  in 
what  quantity.  But  now  the 
company’s  employees,  who 
average  just  27  years  of  age. 
are  responsible  for  all  such 
decisions. 


"Before  our  boss  was  the 
state.  But  now  we  have  a 
new  boss  - the  market.  We 
ourselves  choose  our  styles 
and  designs  but  the  risks 
have  also  increased.  If  we 

work  badly,  we  earn  bad 
wages,"  says  Ms  Gbozdenko. 

Russia's  economic  crisis 
has  brought  many  domestic 
manufacturers  a second 
lease  of  life  as  imports  have 
collapsed  in  the  wake  of  the 
rouble’s  devaluation. 

Mr  Melnikov  says  Gloria 
must  use  this  breathing 
space  to  position  itself  firmly 
at  the  cheaper  end  of  the 
market  while  at  the  same 
time  It  should  try  to  improve 
quality. 

“Our  turnover  was  SIBm 
last  year  but  we  have  set 
ourselves  new  goals.  We 
want  to  reach  a turnover  of, 
$l00m  within  three  to  four 
years,"  he  says,  observing 
that  textile  magnates  have 
often  formed  the  first  gener- 
ation of  capitalists  in  many 
countries,  including 
England.  South  Korea  and 
pre-revolutionary  Russia. 

Like  all  Russian  compa- 
nies struggling  to  overcome 
the  country's  economic 
slump.  Gloria  Jeans  has  to 
deal  with  an  alarming 
amount  of  bureaucratic  and 
financial  problems. 

Mr  Melnikov  protests  that 
foreign  suppliers  also  pro- 
vide shoddy  service  because 
they  are  dismissive  of  Rus- 
sian producers. 

Moreover,  he  faces  the  uni- 
versal managerial  challenge 
of  turning  a one-man  entre- 
preneurial business  into  a 
more  systematic,  profession- 
ally run  company. 

Recognising  the  need  for 
change,  he  has  already  hired 


a handful  of  Turkish,  Italian 
and  British  managers  to 
introduce  best  business  prac- 
tices from  abroad. 

But  Mr  Melnikov  is  ulti- 
mately placing  his  trust  in  a 
new  generation  of  young  and 
instinctively  capitalist  Rus- 


sian managers,  including  his 
daughter,  Alina,  who  works 
in  Gloria '5  planning  depart- 
ment. 

With  a wry  grin,  he  finally 
reverts  to  communist  rather 
than  capitalist  rhetoric:  "The 
cadres  decide  all" 


‘Before  our  boss  was  the  state.  Now 
we  have  a new  boss  - the  market.  We 
choose  our  styles  and  designs  but  the 
risks  have  also  increased.  If  we  work 
badly,  we  earn  bad  wages’ 


Blair  to  speak  up  for 
‘culture  of  enterprise’ 


By  Robert  Feston  fai  London 
and  Peter  Norman  fa)  Milan 


Tony  Blair,  the  British  prime 
minister,  will  today  urge 
European  socialist  leaders  to 
adopt  the  “culture  of  enter- 
prise" promoted  by  US  Presi- 
dent Bill  Clinton,  warning 
them  that  the  “euro  cannot 
succeed  without  economic 
reform". 

His  address,  on  the  second 
and  final  day  of  a congress 
in  Milan  of  European  Social- 
ists and  Social  Democrats, 
may  offend  fellow  govern- 
ment heads,  while  signalling 
to  tbe  UK  that  his  newly 
increased  enthusiasm  for  the 
euro  will  be  accompanied  by 
pressure  for  deregulation  of 
the  euro-zone. 

At  tbe  congress,  which 
began  yesterday,  socialist 
leaders  have  called  far  the 
European  Union  to  float 
eurobonds  as  a way  of  finan- 
cing increased  investment  in 
infrastructure  and  innova- 
tion to  create  more  jobs. 

Mr  Blair  will  also  chal- 
lenge the  presumption 
among  many  euro-zone 
socialists  that  the  traditional 
"European  social  model"  of 
high  social  protection  is 
superior  to  the  more  faisser 
foire  approach  of  the  US. 
The  centre-left  in  Europe 
should  therefore  embrace  a 
“real  dialogue"  with  Mr  Clin- 
ton and  his  deputy,  Al  Gore. 

Mr  Blair's  spokesman  said 
he  would  call  for  a “modern- 
ised European  social  model” 
that  eschewed  “regulation 
and  high  taxes”.  He  is  also 
expected  to  cite  a Financial 
Times  survey  of  European 
business  groups  as  evidence 


that  the  EU  must  drop  any 
thought  of  harmonising  cor- 
poration taxes. 

This  risks  dissension  at 
the  congress.  It  is  likely  to 
be  Interpreted  as  a direct 
criticism  of  Oskar  Lafon- 
taine,  the  German  finance 
minister  and  SPD  leader, 
who  has  been  pushing  for  an 
erosion  of  the  national  veto 
over  EU  tax  decisions. 

Mr  Blair  plans  to  lecture 
him  and  other  EU  govern- 
ment heads,  including  Lionel 
Jospin  of  France  and  Ger- 
hard Schr6der  of  Germany, 
that  they  must  “face  facts". 
Their  commitment  to  "social 
cohesion”  may  be  laudable 
but  “high  unemployment  is 
not  social  cohesion". 

Mr  Blair  will  also  endorse 
an  employment  strategy  for 
the  European  social  group, 
which  points  to  the  advan- 
tages of  monetary  union  in 
promoting  growth,  using  the 
US  experience  as  evidence. 

Urging  that  growth  and 
employment  be  put  at  the 
centre  of  closely  co- 
ordinated national  and  Euro- 
pean policies.  Antonio 
Guterres,  the  Portuguese 
prime  minister,  said  yester- 
day that  innovative  forms  of 
finance  should  be  part  of  a 
new  mix  of  macro-economic 
and  structural  policies  to 
tackle  Europe's  jobless  total 
of  more  than  15m. 

Mr  Guterres,  asked  in  Jan- 
uary by  the  Socialist  and 
Social  Democrat  leaders  of 
10  other  EU  countries  to 
devise  strategies  to  combat 
unemployment,  said  public 
spending  must  be  restruc- 
tured to  increase  its  invest- 
ment component 


European  fiscal  policy,  he 
said,  could  play  an  increas- 
ing role  In  strengthening 
investments  in  innovation 
by  small  and  medium-sized 
companies,  in  trans-Euro- 
pean transport  networks,  in 
research  and  development, 
education  training  and  pilot 
programmes  on  employment 
policy. 

Mr  Guterres  called  for 
spending  by  the  EL"s  struc- 
tural funds  to  be  comple- 
mented through  operations 
of  the  European  Investment 
Bank  and  its  affiliate,  the 
European  Investment  Fund. 
In  a paper  approved  by  other 
leaders  yesterday,  he  said 
“new  ways  need  to  be  con- 
sidered to  convert  private 
savings  into  investment" 
and  that  the  “role  and  viabil- 
ity or  eurobonds  should  be 
seriously  considered  by 
European  institutions". 

Similar  ideas  were  floated 
last  year  by  Mr 'Jospin  and 
Romano  Prodi,  then  prime 
minister  of  Italy. 

Mr  Guterres  said  there 
would  be  no  need  to  change 
EU  regulations  to  allow  the 
issue  of  eurobonds.  They 
would  play  a “relatively 
incremental”  role  in  EU 
finances  and  would  not 
undermine  the  stability  and 
growth  pact  which  polices 
the  deficits  of  individual 
member  states. 

The  idea  of  EU  borrowing 
on  international  capital  mar- 
kets was  taken  up  with 
enthusiasm  by  other  senior 
left  of  centre  figures.  Costas 
Simitis,  the  Greek  prime 
minister,  said  bonds  should 
be  used  to  finance  the  trans- 
European  network. 


Private  funds  compete 


a 


s 

When  we  established  a campus  in 


Europe  five  years  ago,  we  wanted  to  be 


in  a city  with  a creative  and  innovative  spirit,  a 
business  orientation  and  convenient  transportation. 
Barcelona  was  our  first  choice  and  we  are  delighted 


that  we  now  call  the  city  our  home  in  Europe.' 
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" " fMetf  5-  tfomoda.  Dean,  Graduate  School  of  Business.  The  University  of  Chicago. 


to  sell  pensions  to  Poles 


By  Christopher  BobinsW 
fai  Warsaw 


Poland’s  pension  reform 
began  in  earnest  yesterday 
as  a sales  force  numbering 
tens  of  thousands  moved  out 
to  sell  private  schemes  to  a 
general  public  prepared  by  a 
barrage  of  publicity  on  tele- 
vision. radio  and  the  news- 
papers. 

The  race  for  clients  is  on 
between  new  private  pension 
funds  set  up  under  the 
reform,  modelled  on  Latin 
American  schemes.  These 
funds  are  to  be  handed  a 40 
per  cent  share  of  people’s 
state-administered  pension 
contributions. 

In  the  past,  the  state  used 
all  pension  contributions  to 
pay  current  pensioners.  No 
money  was  invested.  The 
new  system  will  allow  40  per 
cent  of  contributiuons  to  be 
invested  by  private  funds 
and  will  be  compulsory  for 
Poles  aged  18-30,  optional  for 


those  aged  31-50  and  unavail- 
able to  those  over  50. 

Most  of  the  new  fund  man- 
agers are  joint  ventures 
between  big  western  insur- 
ers or  banks  such  as  Citi- 
bank working  with  local 
financial  institutions.  In  ail 
8m  Poles  are  initially  expec- 
ted to  be  covered  by  the  new 
scheme 

The  scheme  is  designed  to 
produce  savings  for  employ- 
ers who  will  from  now  on 
pay  only  half  of  the  high  45 
per  cent  pension  contribu- 
tion. The  other  half  is  to  be 
paid  by  employees.  In  the 
past  the  entire  sum  was  paid 
by  employers.  The  reform 
will  also  provide  a much 
needed  increase  In  the  rate 
of  savings  in  the  economy. 

Yesterday  Boguslaw  Kott, 
the  head  of  the  BIG  Bank 
Gdanski  which  has  estab- 
lished Ego,  a joint  venture 
with  Eureko,  an  alliance  of 
insurers  from  European 
countries,  said  he  expected  a 


maximum  of  10  funds  to  win 
up  to  90  ner  cent  of  the  mar- 
ket 

Ego  estimates  a 10  per 
cent  marker  share  would 
give  the  fund  about  SI  00m  to 
invest  in  the  first  year  of 
operations. 

• Hanna  G rookie  wicz- 

Waltz,  the  head  of  Poland's 
central  bank,  yesterday 
denied  the  economy  was  is 
recession  and  rebutted  calls 
from  the  opposition  as  well 
as  the  right  wing  of  the  gov- 
ernment for  refiatianary  eco- 
nomic policies. 

She  said  she  expected 
gross  domestic  product  to 
grow  by  between  4 and  4.5 
per  cent  in  1999. 

This  would  he  a good 
result  compared  with  an 
expected  decline  in  GDP  in 
the  Czech  Republic  and  pre- 
dictions of  growth  of  under  2 
per  cent  In  the  European 
Union. 

Last  year  Poland  regis- 
tered 4.8  per  cent  growth. 


Barcelona  Is  not  just  2 practical.  ordered  and  comfortable  cny.  It-*  also  alert  A city  that  neve-  sleeps. That  firmly  backs  the  development  of  new  technotogles  and 
services  fir  is  tbe  leading  city  in  die  application  of  new  computer  technok^as).  A chy  which  knows  that  talent  Is  where  the  future  is.  Barcelona's  wide  range  of  ." 
univeratiea  and  its  incense  promotion  in  this  'firid  attracts  thousands  of  foreign  students  each  year  and  feolfcaces  exchanges  with  universities  in  other  countries. •' 
Barcelona  also  has  numerous  centers  for  technological  studies  and  prestigious  management  schools.  In  1994  the  city  was  nominated  as  the  turopew  seat  of  the 
Chicago  University  Business  School.  Something  achieved  by  Its  own  merits.  Internationally.  Barcelona  has  been  recognized  in  many  ambits  as  an  exemplar  city.  . 
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Israeli  cabinet  divided 
over  Lebanon  strategy 


By  Judy  Dempsey  In  Jerusalem 
and  James  Schofield  In  Tyre, 
southern  Lebanon 

The  Israeli  security  cabinet 
yesterday  said  it  was  pre- 
pared to  continue  the  fight- 
ing “against  the  terrorist 
groups’1  in  Lebanon  amid 
growing  disagreement 
within  tbe  cabinet  over 
future  strategy. 

But  with  two  months 
before  elections,  government 
officials  said  Benjamin 
Netanyahu.  Israeli  prime 
minister,  wants  to  prevent 
any  escalation  of  the 
fighting,  believing  it  would 
damage  his  re-election 
chances. 

As  Israel  considered  its 
options,  a five-nation  com- 
mittee of  US,  French,  Leban- 
ese, Israeli  and  Syrian  repre- 
sentatives was  today 
expected  to  hold  a meeting 
in  southern  Lebanon  today 
to  avert  any  escalation  and 
use  diplomacy  to  ease  ten- 
sion. 

A spokesman  for  Salim  al- 
Hoss,  Lebanon's  prime  min- 
ister, said  Mr  Hoss  had  tele- 
phoned the  foreign  ministers 
of  Syria  and  France  - and 
the  US  State  Department  to 
arrange  the  meeting.  In 


Syria,  President  Hafez  al-As- 
sad  telephoned  President 
Emile  Lahoud,  his  Lebanese 
counterpart.  Syria  is  the 
power  broker  in  Lebanon 
where  it  has  35,000  troops 
and  links  any  Israeli  with- 
drawal from  southern  Leba- 
non to  Israel's  return  of  tbe 
Golan  Heights  which  it  cap- 
tured from  Syria  during  the 
1967  Six  Day  War. 

A statement  issued  after 
the  Israeli  cabinet  meeting 
said:  “Israel  will  determine 
the  timing  as  to  when  to 
attack  Hizbollah  targets." 
The  tone,  however,  was  less 
bellicose  than  Sunday  night 
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when  Mr  Netanyahu  said  he 
would  launch  sea,  air  and 
ground  attacks  against  the 
Hizbollah  after  the  move- 
ment killed  three  Israeli  sol- 
diers, including  tbe  com- 
mander of  an  elite 
paratrooper  commando  unit. 

The  Shia  Islamist  Hizbol- 
lah movement  has  been 
fighting  a guerrilla  war  to 
force  Israel  out  of  a part  of 
southern  Lebanon  to  where 
Israel  withdrew  in  1985  after 
invading  the  country  in  1962. 

The  five-nation  committee 
expected  to  meet  today  was 
set  up  at  the  end  of  Israel's 
last  major  incursion  into 
Lebanon  in  April  1996.  when 
its  forces  launched  a 17-day 
air,  artillery  and  naval  bom- 
bardment that  killed  more 
than  200  Lebanese  civilians. 
Its  remit  is  to  ensure  Israel 
and  Hizbollah  comply  with 
an  agreement  not  to  fire  on 
or  from  civilian  positions. 

Since  then,  319  Israeli  sol- 
diers have  been  killed,  162  of 
them  since  mid -1996,  when 
Mr  Netanyahu  was  elected 
prime  minister.  Israeli  mili- 
tary sources  said  neither  the 
international  community 
nor  domestic  public  opinion 
would  accept  a full-scale 
attack  on  Lebanon  in  a bid 


to  destroy  the  military  infra- 
structure of  Hizbollah.  A 
recent  opinion  poll  showed 
that  63  per  cent  of  those 
polled  believe  Mr  Netanyahu 
was  not  doing  enough  to 
resolve  tbe  conflict.  An  offi- 
cial added:  “If  we  went  in  on 
such  a large  scale,  how 
would  we  get  out?  We've 
been  there  before.” 

A senior  government  offi- 
cial said  the  cabinet,  for  the 
moment,  yesterday  agreed  to 
try  to  prevent  any  escala- 
tion. But  within  the  cabinet, 
he  said,  there  were  sharp 
disagreements. 

Moshe  Arens,  defence  min- 
ister. supports  attacking 
Lebanon's  infrastructure 
and  Syrian  bases.  Avigdor 
Rahalanl,  public  security 
minister,  yesterday  said 
Israel  must  force  Lebanon  to 
change  its  policy.  If  that- 
proved  impossible,  Israel 
must  withdraw  unilaterally. 

Ariel  Sharon,  foreign  min- 
ister. who  as  defence  mini*, 
ter  led  Israel  into  Lebanon  in 
1982,  recently  called  for  a 
unilateral  withdrawal,  which 
Mr  Netanyahu  last  year 
suggested,  but  with  the  con- 
dition that  Lebanon  meets 
Israel's  security  needs  on  its 
northern  border. 


Hizbollah 
sharpens  up 
its  tactics 

Israel  can  no  longer  look  upon  the 
Lebanese  Shi’ite  Islamist  movement  as 
just  ‘ragamuffin  suicide  bombers 

1985  failed  to  dent  Hizbollah, 
which  grew  into  a popular 
social  movement  and  legiti- 


By  David  Gardner, 
NMdfe  East  Editor 


A guerrilla  ot  the  Lebanese  Shia  Moslem  Amal  movement  mans  an 
anti-aircraft  gun  near  the  braes  border.  The  Israeli  cabinet 
yesterday  agreed  to  by  to  avoid  escalating  the  conflict  AP 
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Intelligence  is  a commodity 
in  which  Israel  has  long 
believed,  not  without  reason, 
that  it  had  a ruthless  edge 
sharp  enough  to  outman- 
oeuvre all  its  adversaries.  It 
has  come  as  a real  shock  to 
ldara  that  Hizbollah  - the 
Lebanese  Shi'ite  Islamist 
movement  long  disdained  by 
Israelis  as  ragamuffin  sui- 
cide bombers  from  the  slums 
of  south  Beirut  - has  devel- 
oped an  intelligence  capacity 
which  can  outsmart  Israel's 
finest. 

This  was  made  brutally 
clear  on  Sunday  when  Hiz- 
bollah  guerrillas  ambushed  a 
convoy  ferrying  Brigadier- 
General  Erez  Gerstein 
through  the  “security  zone" 
Israel  has  occupied  in  south 
Lebanon  since  1978. 

Gen  Gerstein.  in  charge  of 
liaison  with  the  South  Leba- 
non Army  (SLA).  Israel's 
mercenary  force  in  south 
Lebanon,  was  the  most 
senior  officer  killed  on 
Israel's  northern  battle-front 
since  the  full-scale  Israeli 
invasion  of  Lebanon  in  1982. 

But  Hizbollah’s  ability  to 
identify  and  attack  vital 
Israeli  occupation  targets 
has  been  evident  since 
roughly  October  1995.  It  was 
then  tbat  the  Israeli  Defence 
Forces  (IDF)  began  noticing 
a qualitative  change  in  the 
Shi'ite  movement's  tactics  - 
in  particular  its  ability  to 
anticipate  tbe  movements  of 
senior  Israeli  Intelligence 
officers  and  elite  units. 

This  was  not  because  the 
guerrillas  bad  acquired  bet- 
ter weapons.  Nor  was  there 
any  change  in  the  motiva- 
tion of  Hizbollah  volunteers, 
who  between  1982  and  1985 
had  forced  Israel's  invasion 
force  to  retreat  from  Beirut 
to  the  southern  buffer  under 
attrition  spearheaded  by  sui- 
cide bombers.  It  was  primar- 
ily because  the  “Party  of 
God”  bad  immeasurably 
improved  its  intelligence 
gathering. 

It  acquired  this  capacity 
not  only  because  it  was 
fighting  on  home  soil  - the 
treacherous  mountains  and 
ravines  of  Shi'ite  southern 
Lebanon  - but  because  it 
had  penetrated  the  crumb- 
ling SLA. 

Israel  originally  built  this 
force  out  of  a predominantly 
Christian  faction  of  the  Leb- 
anese army  which  had  disin- 
tegrated during  the  1975-90 
civil  war.  It  then  enticed 
local  Shi'ite  volunteers  with 
substantial  salaries  in  an 
occupation  zone  which 
offered  almost  no  alternative 
employment 

But  successive  Israeli 
offensives  after  the  retreat  of 


mate  resistance  organisation 
commanding  support  across 
the  sectarian  spectrum  of 
Lebanon. 

Along  with  military  stale- 
mate in  Lebanon,  the  pros- 
pect of  regional  peace  also 
eroded  the  morale  of  the 
SLA.  Dim  though  this  pros- 
pect now  is,  nobody  in  south 
Lebanon  has  forgotten  tbe 
lyncbings  of  Israeli  collabo- 
rators tbat  accompanied  the 
IDF's  retreat  in  1985. 

As  the  SLA’s  ability  to 
police  tbe  buffer  diminished 
and  its  members  turned  to 
collaboration  with  Hizbollah. 
IDF  units  were  thrust  Into 
the  front  line,  and  have  been 
sustaining  growing  casual- 
ties. 

From  June  1985.  when 
Israel  finalised  its  with- 
drawal to  the  "security 
zone"  to  June  1996,  the  CDF 
lost  159  men  in  Lebanon; 
from  mid -1996  to  today  it  has 
lost  162. 

These  bald  figures,  how- 
ever. are  inadequate  to 
express  the  wounded  pride 
of  the  legendary’  IDF  at  this 
rare  defeat  by  Arab  arms, 
which  has  led  former  senior 
officers  to  question  the  wis- 
dom of  Israel's  involvement 
in  “the  Lebanese  quagmire". 
Whereas  in  tbe  past.  Israeli 
commandos  used  to  hit  tar- 
gets in  Lebanon  with  ease  - 
including  Sheikh  Abbas 
Musawi.  the  former  Hizbol- 
lah chief  they  assassinated 
in  1992  - many  of  its  recent 
ventures  north  of  the  “secu- 
rity zone”  have  been  fiascos. 
Inside  tbe  zone  itself,  the 
IDF  is  often  pinned  down  in 
fixed  positions,  and  no 
amount  of  air  superiority 
can  compensate  for  this 
weakness  on  the  ground. 

In  this  kind  of  conflict, 
many  Israelis  believe  their 
vaunted  regional  power  is 
that  of  a giant  with  feet  of 
clay.  This  sentiment,  along 
with  popular  disquiet  at  tbe 
growing  casualties,  is  fuel- 
ling calls  for  a unilateral 
withdrawal  from  Lebanon. 

Eitan  Haber,  a former  aide 
to  Yitzhak  Rabin,  the  late 
Israeli  prime  minister, 
summed  up  this  sense  of 
powerlessness  In  yesterday's 
Yediot  Aharanot  newspaper. 

“We,  whose  arsenal  is  full 
of  atom  bombs,  who  extri- 
cated tbe  hostages  at 
Entebbe  [airport],  who 
snatched  radar  systems  from 
under  the  noses  of  drowsy 
Egyptians,  who  killed  terror- 
ist chiefs  in  their  beds  fin 
Beirut]  with  soldiers  dressed 
as  women,  and  we  - we  have 
no  solution?"  be  asked,  con- 
cluding: “There  is  none.  We 
have  tried  everything  in  Leb- 
anon." 


Evidence  of 
fraud  grows  in 
Nigeria  poll 


By  WHUam  Wains  In  Lagos 

Evidence  of  fraud  and 
manipulation  in  Nigeria’s 
presidential  election 
mounted  yesterday  as  01  us- 
egun  Obasanjo.  Nigeria's  ex- 
military  ruler,  was  formally 
declared  the  winner. 

In  a sign  that  Nigeria  may 
be  deprived  or  the  clean 
beginning  it  needs  to  consol- 
idate the  transition  from  mil- 
itary to  civilian  rule,  the  los- 
ing candidate,  ex-finance 
minister  OIu  Falae.  said  he 
he  would  challenge  the 
result  in  court 

Mr  Falae  went  on.  how- 
ever. to  call  for  the  forma- 
tion of  a national  unity  gov- 
ernment which  would 
include  members  of  the  two 
losing  parties  who  supported 
him.  In  Nigeria’s  past,  dis- 
puted elections  have 
resulted  in  violence.  This 
time  the  rigging  appears  to 
have  been  carried  out  by  all 
sides.  Moreover,  the  margin 
of  victory,  together  with  the 
popular  desire  to  see  an  end 
to  15  years  of  military  rule 
on  the  scheduled  handover 
date  or  May  29.  seems  likely 
to  outweigh  concerns  over 
the  vote's  fairness,  especially 
if  the  winning  side  is  pre- 
pared to  compromise  with  a 
trade-off  in  ministerial  posts. 

Final  results  announced 
by  the  independent  electoral 
commission  gave  Gen  Oba- 
sanjo 18m  votes  to  Chief 
Falne's  nm. 

The  recorded  turnout  was 
between  .W  and  To  per  cent, 
or  as  much  as  twice  that  of 


the  1993  election  which  was 
aborted  by  the  military. 

Given  that  in  many  parts 
of  the  country  observers  con- 
sidered the  turnout  modest, 
there  can  be  little  doubt  that 
there  were  a great  number  of 
stuffed  ballot  bates  "There 
was  a wide  disparity 
between  the  number  of  vot- 
ers observed  at  the  polling 
stations  and  tbe  result  that 
lias  been  reported  from  sev- 
eral states.  Regrettably 
therefore  it  is  not  possible 
for  us  to  make  an  accurate 
judgment  abuut  the  outcome 
of  the  presidential  election." 
former  US  President  Jimmy 
Carter,  who  heads  an  Ameri- 
can delegation,  said  in  a 
message  delivered  to  tbe 
electoral  commission. 

The  Transition  Monitoring 
Group.  which  groups 
together  63  Nigerian  human 
rights  and  civil  society 
NGOs.  went  lurther:  “The 
presidential  election 
recorded  a far  higher  inci- 
dence of  electoral  malprac- 
tices than  previous  elec- 
tions.” it  said. 

Gen  Obasanjo  has  the 
backing  of  the  northern  mili- 
tary and  political  establish- 
ments whn  might  prove 
most  dangerous  to  him  if 
they  w«re  not  on  his  side.  It 
is  in  his  own  south- western 
region,  which  voted  mas- 
sively against  him  and 
backed  fellow  Yoruba.  Chief 
Falae.  that  he  will  have  most 
difficulties. 

Race  against  failure,  Page  14; 
Editorial  comment.  Page  15 
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Our  record  of  success 


With  a total  of  90  foreign  and 
domestic  transactions,  Hypo- 
Vereinsbank's  Acquisition  and 
Leveraged  Finance  has  become  a 
market  leader  in  leveraged  loans. 

In  Germany,  our  Going  Public 
unit  excels  in  the  mid  and  small 
cap  market  segment.  In  particu- 
lar, as  a consortium  member,  we 
have  helped  more  than  20  com- 
panies go  public  during  the 
course  of  the  year. 


Corporate  Finance  Division 
Telephone  +49  89  378  29768 
Fax  +49  89  378  25922 
E-mail 

karlralf.jurig@hypovereinsbank.de 


January  199S 


Loewe  Opfa  GmbH 

Management  Buy-Out 

Loewe  Opta  GmbH  has 
been  acquired  by  Loewe 
Holding  GmbH. 

The  management  holds 
a stake  of  60%  in  Loewe 
Holding  GmbH  and 
3i  Group  pic  together  with 
3i  managed  funds  hold  a 
further  40%  stake. 

Senior  and  mezzanine 
debt  facilities  for  the 
acquisition  financing 

We  acted  as  Arranger 


October  1998 


WOOLWORTH 


Deutsche  Woofworth 
GmbH  & Co.  OHG 

Management  Buy-Out 

Senior  debt  facilities  to 
finance  the  acquisition  of 
Deutsche  Woolworth 
GmbH  & Co.  OHG 

We  acted  as  Arranger 

Equity  led  by 
Electra  Fleming 


February'  1999 

CINE.:MEDIA 


CineMedia  Fifm 

Aktiengesellschaft 

Geyer-Werke 

Initial  Public  Offering  and 
placement  of  1.550,000 
common  shares  for  a total 
issuing  volume  of 
EUR  38.75  m on  the 
Neuer  Markt 

Lead  Manager 
Bookrunner 


for  itself 


February  1999 

V 

IMTERTAIMMEIJT 


fnterta  inment 
Aktiengesellschaft 

Initial  Public  Offering  and 
placement  of  1.212,000 
common  shares  for  a total 
issuing  volume  of 
EUR  43.6  m on  the 
Neuer  Markt 

Lead  Manager 
Bookrunner 


August  199S 


Polybox  Group  Polybox 
S.p.A. 

Leveraged  Buy-Out 

FTL  206,000,000.000 
Senior  Secured 
Acquisition  Facilities 

We  acted  as  Co-Arranger 
and  Sub-Underwriter 

Equity  arranged  and 
provided  by 

B&S  Electra  and  Electra 
Fleming 


October  199S 


October  199S 


September  1998 


August  1998 

'P 


August  1998 


TEAOl 


V&is-S.a 

v-J32i« 

v.-'  • 


UFA  Theater  GmbH 

Recapitalisation/ 
Expansion  Financing 

DEM  245,000,000 
Senior  debt  facilities 

We  acted  as  Arranger 

Equity  underwritten  by 
Founders.  Management 
and  Investment  Pools  who 
were  advised  by 
Apax  Partners  & Co.  and 
Pricoa  Capital  Group. 


| Cartiere  del  Garda  S.p.A 

j Leveraged  Buy-Out 

ITL  785.000.000.000 
Senior  Secured 
Acquisition  and 
Refinancing  Facilities 

We  acted  as 

Cu -Lead-. Arranger  and 

Sub-Underwriter 

Equity  arranged  by 
CYC  Capital  Partners 
Europe 


Lintec 

Initial  Public  Offering  and 
placement  of  480.000 
common  shares  for  a total 
issuing  volume  of 
DEM  33.6  m on  the 
Neuer  Markt 

Lead  Manager 
Buokrunner 


July  1998 

Soft US 


SoftM 

Initial  Public  Offering  and 
placement  of  52 1 .600 
common  shares  for  a total 
issuing  volume  of 
DEM  32.3  m on  the 
Neuer  Markt 

Lead  Manager 
Bookrunner 


May  1998 

Augusia 

Augusta  Beteiligungs-AG 

Initial  Public  Offering  and 
placement  of  2.000,000 
common  shares  for  a total 
issuing  volume  of 
EUR  130.0  m on  the 
Neuer  Markt 

Lead  Manager 
Bookrunner 


April  1998 

trciptcc 


transtec 

Initial  Public  Offering  and 
placement  of  1.130,000 
common  shares  for  a total 
issuing  volume  of 
DEM  S0.2  m on  the 
Neuer  Markt 

Lead  Manager 
Bookrunner 


Selected  transactions 


Gaz  Liquefies  Industrie 

Leveraged  Buy-Out 

Senior  and  mezzanine 
debt  facilities  for  the 
acquisition  financing 

We  acted  as  Co-Arranger 

Equity  arranged  and 
provided  by 

NatWest  Equity  Partners 
and  Electra  Fleming  & 
Associes 


March  199S 


SIRONA  GROUP 

Management  Buy-In 

DEM  281,000.000 

Senior  debt  facilities  to 
finance  the  acquisition  of 
Sirona  Group 

We  acted  as  Co-Arranger 

The  investor  group  was 
advised  by 
Schroder  Ventures 


Textilmaschinenkompo- 
nenten  GmbH  & Co.  KG 

Management  Buy-Out 

3i  Group  plc/3i  Europart- 
ners ii  LP  and  the  manage- 
ment acquired  a 100% 
stake  in  Temco  Holding. 

DEM  44,500.000 
Senior  and  mezzanine 
debt  facilities  to  finance 
this  acquisition. 

We  acted  as  Arranger 


January  199S 


FiberMark 

FlberMjrt  Stivnv 


FiberMark  Gessner 
GmbH  & Co. 

has  been  acquired  by 
FiberMark  Inc. 
Brattleboro,  vt.  usa 

DEM  84.000,000 
Credit  facilities 

We  acted  as  Arranger 


HypoVereinsbank 


This  announcement  appears  x a nviuer 
of  record  only. 
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ANTITRUST  CHARGES  CHIPMAKER  ARGUES  IN  LEGAL  BRIEF  THAT  IT  DOES  NOT  HAVE  ‘MONOPOLY  POWER’ 


Intel  denies  conduct  choked  competition 


Sky’s  the  limit 
for 


>v»! 


realm  of  a piayto^TL.^re  the  leader  m inteftfes 
gases.  We'reoom^^^e  world  via  thousands  of : 


By  Louise  Ketioe  In 
San  Francisco  and  Richard 
Woffle  in  Washington 

Intel,  the  world's  largest 
chipmaker,  yesterday  said  in 
a legal  brief  Sled  prior  to  its 
trial  on  antitrust  charges, 
that  “not  one  single  micro- 
processor sale  by  a competi- 
tor" bad  been  lost  because  of 
its  alleged  conduct. 

The  complaint  against 
Intel,  filed  by  the  Federal 
Trade  Commission,  is  to  be 
argued  before  an  administra- 
tive law  Judge  in  hearings 
scheduled  to  begin  in  Wash- 
ington next  week. 

At  the  centre  of  the  case  Is 


the  FTC's  claim  that  Intel 
has  stalled  innovation  in  the 
microprocessor  market  by 
abusing  its  market  power. 
Intel  holds  an  approximately 
SO  per  cent  share  of  the 
world  market  for  micropro- 
cessors used  in  personal 
computers- 

In  particular,  Intel  is 
alleged  to  have  withheld 
access  to  advance  informa- 
tion about  future  micropro- 
cessor products  from  three 
customers  - Intergraph, 
Compaq  Computer  and  Digi- 
tal Equipment  - when  It 
became  involved  in  legal  dis- 
putes with  each  of  them. 

“Simply  competing  on  the 


merits  was  insufficient  for 
Intel,’’  the  FTC  said  in  its 
pre-trial  brier,  which  was 
also  released  yesterday. 
“The  company  instead  chose 
to  exploit  its  monopoly  to 
gain  access  to  the  innovative 
technology  of  others  in  order 
to  maintain  its  market  domi- 
nance." 

The  FTC  is  accusing  Intel 
of  coercing  its  major  custom- 
ers into  granting  access  to 
their  own  new  technology. 
Antitrust  officials  said  Intel 
had  forced  its  customers  to 
license  their  technology  to 
Intel  by  threatening  to  deny 
them  Intel  product  informa- 
tion and  advance  samples  of 


microprocessors.  “Because 
product  information  and 
samples  were  critical  to  their 
core  business,  Intel’s  victims 
bad  no  choice  but  to  accede 
to  its  demands."  the  FTC 
said. 

“In  effect.  Intel  established 
its  own  privately-adminis- 
tered compulsory  licence 
regime  by  which  it  can 
acquire  at  reduced  cost  any 
technology  that  it  perceives 
to  be  a competitive  threat." 

However,  Intel  said  in  its 
legal  brief  that  the  FTC  had 
failed  to  provide  any  evi- 
dence that  its  actions  had  an 
adverse  effect  on  competi- 
tion. 


Even  the  government's 
own  economic  expert,  Rad- 
eric  Scherer,  had  admitted 
there  was  no  evidence  of  any 
harm  to  innovation  or  com- 
petition, Intel  argued,  using 
parts  of  Mr  Sharer's  deposi- 
tion to  back  up  its  point. 

Intel  also  presented  state- 
ments . from  several  other 
microprocessor  manufactur- 
ers including  IBM,  Digital 
Equipment  (now  part  of 
Compaq  Computer).  Moto- 
rola, Son  Microsystems  and 
National  Semiconductor. 

It  said  the  evidence  was 
“overwhelming"  that  compe- 
tition was  thriving  in  the 
microprocessor  market. 


Despite  its  strong  market 
position,  Intel  argued  that  it 
did  not  hold  ''monopoly 
power”  as  defined  by  the  US 
courts,  because  it.  was 
unable  to  “control  prices  or 
greimte  competition". 

Intel  also  said  that  an  FTC 
proposal  that  It  be  forced  to 
license  its  intellectual  prop- 
erty to  potential  competitors 
was  not  supported  by  the 
law. 

Mandatory  licensing 
would  “threaten  every  sig- 
nificant technology  firm  that 
has  undertaken  any  kind  of 
cooperative  activity  with 
customers  or  third  parties." 
Intel  concluded. 


Tight  security  for  trial  of  Cuban  dissidents 


‘ By  Pascal  Fletcher  in  Havana 

Cuban  authorities  yesterday 
~ clamped  a security  strangle- 
hold on  the  trial  of  four  lead- 
ing dissidents,  rounding  up 
( and  detaining  supporters 
and  sympathisers  and  bar- 
1 ring  foreign  diplomats  and 
journalists  from  attending. 

The  trial  of  Martha  Beatriz 
* Roque,  Felix  Bonne,  Rene 
Gdmez  and  Vladimiro  Roca, 


who  have  been  in  jail  for 
more  than  19  months , 
opened  in  a west  Havana 
courtroom  cordoned  off  by 
crash  barriers  and  guarded 
by  uniformed  police  and 
plainclothes  security  offi- 
cers. 

The  case  of  the  four,  .who 
are  charged  wtth  sedition,  is 
widely  viewed  by  many  for- 
eign governments  as  a key 
test  of  whether  Cuba’s  com- 


munist leadership  is  willing 
to  tolerate  any  domestic 
political  opposition,  however 
peaceful. 

But  the  tactics  adopted  by 
the  authorities  even  before 
the  trial  started  suggested 
they  cared  little  about  inter- 
national opinion. 

Wdl  over  30  anti-govern- 
ment activists  were  reported 
detained  by  police  over  the 
weekend,  apparently  to  pre- 


vent them  from  trying  to 
attend  the  trial 
Diplomats  from  the  US. 
South  Africa.  Canada.  Swit- 
zerland, Poland,  the  Czech 
Republic  and  several  Euro- 
pean Union  nations  were 
turned  away  from  the  court 
entrance,  as  were  foreign 
reporters.  Officials  told  thgm 
it  would  be  a “closed"  trial, 
with  only  family  members 
allowed  to  attend. 


One,  apparently  a senior, 
security  officer,  ordered 
Michael  Kozak,  brad  of  the 
US  Interests  Section  in 
Havana,  to  move  away  from 
the  court  entrance.  The  offi- 
cial said  he  was  giving  the 
order  in  the  name  of  the 
“revolutionary  authorities". 
Mr  Kozak  said  he  come 
to  show  his  personal  support 
for  the  four  on  trial,  wham 
he  described  as  “friends”.  . 


Before  their  . arrest  on  July 
16  1997,  the  four  dissidents 
had  criticised  the  monopoly 
grip  on  power  held  by  Presi- 
dent Fidel  Castro’s  ruling 
Cuban  Communist  party. 
They  urged  voters  to  boycott 
one-party  elections  and  sent 
a letter  to  foreign  business- 
men warning  them  they 
could  be  contributing  to  the 
suffering  of  the  Cuban 
people  by  investing  there. 


If,'  vreYeopefgtifcgand  Rowing  m over#) 
v ' a child  who  dreams. 

p3cfe^,-^asewrifc  to  PO  Box  497,  DeptFIN -Exeter,  NH  Financial 
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By  Christopher  Partes 
in  Mojm,  CafifomJa  __ 

A prototype  rocket  intended 
to  revolutionise  the  commer- 
cialisation of  space  emerged 
from  its  hangar  yesterday 
ready  for  a maiden  voyage 
which  will  take  it  a few 
inches  above  the  Californian 
desert  and  back. 

Within  two  months  the 
Roton  09  is  due  to  make  its 
first  tentative  hop,  a great 
leap  forward  for  the  private 
space  launcher  industry. 

Before  next  year  is  out,  it 
is  set  to  deliver  its  first  pay- 
load  into  space  at  less  than  a 
tenth  of  today’s  going  cates 
for  satellite  launches,  and. 
return  to  earth  for  up  to  100 
more  round  trips. 

List  price  for  carrying  a 
7.0001b  satellite  into,  low 
earth  orbit,  will  be  $7m, 
according  to  Geoffrey 
Hughes,  marketing  director 
at  Rotary  Rocket,  the 
Ro ton's  manufacturer- 

Encouraged  by  remarks 
yesterday  from  an  admiring 
Washington  regulator,  who 
said  the  Federal  Aviation 
Administration  had  yet  to 
refuse  a licence  for  a com- 
mercial space  launch,  Mr 
Hughes  said  the  roll-out  was 
proof  that  “we  are  not 
garage  rocket  scientists". 

At  63ft  from  base  to  apex 
and  22ft  at  its  widest  the 
Roton  provided  the  first  sub- 
stantial evidence  of  the 
entrepreneurial  rfacigns  tak- 
ing shape  in  half  a dozen 
similar  private  US  ventures. 
The  presence  of  Patricia 
Smith,  the  FAA  administra- 
tor responsible  for  licensing 


commercial  space  fffi&ts, 
demonstrated  Washington’s 
supportive  stance.  . . 

Her  participation  under- 
scored recent  recommenda- 
tions from  a House  ooujunfc- 
tee  that  Washington  should 
find  ways  to  stimulate,  the 
expansion  of  commercial 
launch  capacity.  For  Rotary 
Socket,  which  has  been  . in 
business'  for  two  and  a half 
years,  the  most  needed  and 
mast  potent  form  of  stfmnla- 
tion  fs  cash.  But  federal 
funding  Is  not  wanted,  Mr 
Hughes  says,  because  gov- 
ernment money,  brings  gov- 
ernment interference. 

Rotary,  which  has  spent 
$30m  of  private  investment 
to  date  including  $6m  for  the 
prototype  and  its ; hangar, 
needs  at  least  another  JlOQm 
to  complete  its  first  mission 
to  space. 

The  Roton  is  the  most 
curious  of  the  projects  under 
way.  It  Is  made  mainly  of 
carbon  fibre  composites,  and 
carries  a crew  of  two. 

It  will  be  propelled  by  a 
spinning  array  of  small 
rocket  motors  at  its  base'.  It. 
will  descend  gently  back  to 
earth  with  four  helicopter 
blades  mounted  its  nose. 
Each  blade  will  have  a small 
rocket  at  the  tip. 

These  blades  will  be  the 
sole  means  of  propulmonifor 
the  prototype,  and  win  lift 
and  lower  the  vehicle.  From 
a few  inches  at  first,  test 
flights  will  gradually 
increase  to  8.000ft 

Public  risks,  said  Mr 
Hughes  were  relatively  small 
thanks  to  the  incremental 
testing  method. 


Tables 
turned 
on  tax 
service 


By  Richard  Woffle 
in  Washington 


As  US  taxpayers  prepare  to 
file  their-  accounts  to-  the- 
Internal  Revenue  Service, 
the  tax  collection  agency 
was  itself  condemned  yester- 
day for  failing  to  provide 
reliable  financial  statements. 

The  General  Accounting 
Office,  the  investigative  arm 
of  Congress,  said  Its  1998 
audit  of  the  IRS  revealed 
that  “serious  internal  con- 
trol and  financial  manage- 
ment issues  continue  to 
plague  the  agency”. 

Auditors  said  the  IRS  was 
incapable  of  reporting  reli- 
ably on  its  administration 
because  of  “pervasive  weak- 
nesses” in  financial  manage- 
ment, accounting  proce- 
dures, documentation  and 
computer  security. 

Gregory  Kutz,  who  led  the 
audit  for  the  GAO,  said: 
The  IRS  cannot  do  some  of 
the  basic  accounting  and 
record-keeping  tasks  that  it 
expects  American  taxpayers 
to  do.” 

The  highly  critical  audit  - 
of  an  agency  famous  for  its 
aggressive  audits  of  taxpay- 
ers - was  released  in  the 
run-up  to  the  tax  filing  dead- 
line next  month 
It  represents  a further 
blow  to  the  public  image  of 
the  IRS  after  more  than  a 
year  of  congressional  criti- 
cism. which  ended  in 
legislation  to  overhaul  the 
embattled  agency  last  sum- 
mer. 

The  new  laws  aimed  to 
achieve  the  most  radical 
changes  to  the  tax  service  in 
a generation,  establishing 
new  oversight  of  the  IRS  and 
allowing  taxpayers  to  sue  for 
up  to  $100,000  in  cases  of 
negligence. 

In  its  report  to  the  House 
government  management 
subcommittee  yesterday,  the 
GAO  auditors  said  the  tax 
service  continued  to  lack 
proper  internal  financial 
controls.  Many  of  the  prob- 
lems would  take  years  to 
solve  folly,  they  warned. 

In  particular,  the  IRS  was 
reported  to  suffer  from  a 
lack  of  control  over  tax 
refunds,  leading  to  “millions 
of  dollars  of  fraudulent 
refunds”. 

The  IRS  was  also  accused 
of  being  unable  to  account 
for  its  own  property  and 
equipment,  including  a 
Chevrolet  Blazer  and  a 
$300,000  laser  printer  which 
the  agency  appeared  to  have 
lost 


Aetna 
may  face 
suit  over 
Viagra 

By  Patti  WaMmeir 
in  Washington  . 


Aetna,  the  largest  US  health 
insurer,  may  be-  facing  a 
costly  federal  class  action 
lawsuit  brought  by  men 
denied  insurance  coverage 
for  Viagra,  the  anti- 
impotence drug: 

A US  district  judge  in  Cal- 
ifornia removed  an  obstacle 
to  the  case  when  last  month 
she  rejected  a defence 
motion  that  would  have  dis- 
missed the  suit  against  the 
Aetna  Life  Insurance  Com- 
pany and  Aetna  US  Health- 
care of  California.  . 

The  suit  has  been  filed  on 
behalf  of  men  insured  by 
Aetna  nationwide  who  suffer 
from  sexual  dysfunction 
which  has  a physiological  or 
organic  cause.  The  lead 
plaintiff  in  the  case,  who  is 
unnamed,  is  impotent 
because  of  prostate  cancer 
surgery.  Before  the  introduc- 
tion of  Viagra,  Aetna  paid 
for  the  man’s  anti-impotence 
treatment  with  the  drug 
Muse,  which  is  injected  into 
the  penis. 

However,  since  Viagra 
came  on  to  the  market  a 
year  ago.  Aetna  and  many 
other  insurers  have  refused 
to  pay  for  it.  Many  have 
labelled  Viagra  a “lifestyle" 
drug  which  is  not  medically 
necessary. 

According  to  the  plaintiff's 
lawyers,  the  San  Francisco 
firm  Friedman,  Ross  & 
Hersh,  the  wording  of 
Aetna’s  California  policies 
clearly  covers  treatment  for 
organic  sexual  dysfunction. 
Aetna  has  declined  to  com- 
ment. 

Medicaid,  the  . federal 
health-insurance  programme 
for  the  poor,  covers  the  drug. 
Bui  other  Insurers  have 
applied  to  state  regulators  to 
exclude  it,  providing  the 
drug  only  under  a rider  for 
which  employers-  oi— the 
insured  pay  extra.  Viagra 
retails  at  $8-$l0  per  pilL 
Aetna  tried  to  avoid  litiga- 
tion by  offering  tbe  lead 
plaintiff,  referred  to  as 
“Roe”,  reimbursement  for  an 
unlimited  supply  of  Viagra, 
while  denying  any  legal  obli- 
gation to  pay  for  it.  A hand- 
ful  of  other  Aetna  plan  mem- 
bers also  won  coverage  by 
using  the  company's  internal 
appeals  procedure,  but  were 
restricted  to  six  pills  every 
34  days. 

Plaintiffs’  lawyers  -will 
now  determine . the  size  of 
the  class  involved  and  seek 
to  have  it  “certified". 


On  the  web  today 

~ Turner  banks  on  brand  name  • Canada  sees  gr< 
of  4.6  per  cent  • Mexican  bank  sector  revival  hit 
Privatisation  a ‘last  great  battle’  for  Mexican  unic 
httpVAvww.ft.com/americas 
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WORLD  TRADE 


Impasse  in 
search  for 
WTO  head 


By  Ranees  WiHtems  m Geneva 

The  search  for  a new  head  of 
the  World  Trade  Organisa- 
tion  appeared  to  have 
reached  an  impasse  yester- 
day. raising  fears  of  an  inter- 
regnum when  Renato  Rugg- 
iero. the  present 
director-general,  steps  aside 
at  the  end  of  April. 

After  missing  two  dead- 
lines for  selection  of  Mr 
Ruggiero’s  successor.  WTO 
members  last  week  set 
March  12  as  their  new  target 
date,  but  this.  too.  looks  in 
danger  of  slipping. 

Consultations  with  mem- 
bers over  the  past  month 
have  not  changed  the  rank- 
ings of  the  four  candidates, 
according  to  a report  yester- 
day to  the  WTO's  general 
council. 

Among  the  118  members 
which  have  now  expressed  a 
view,  Supachai  Panitcb- 
pakdi,  Thailand's  deputy 
premier,  continues  to  lead 
the  Geld  with  39  first  prefer- 
ences, followed  closely  by 
Hassan  Abuyoub.  former 
Moroccan  trade  minister, 
who  has  significantly 
improved  his  relative  posi- 
tion at  35. 

Roy  MacLaren.  former 
Canadian  trade  minister,  is 
third  with  23  first  prefer- 
ences, just  in  front  of  Mike 
Moore,  former  New  Zealand 
premier,  with  21.  However. 
Mr  Moore  has  the  most  sec- 
ond preferences  f32)  com- 
pared with  23  for  Mr  Supa- 
chai, 11  for  Mr  Abuyoub  and 
eight  for  Mr  MacLaren. 

Several  countries  yester- 
day called  for  weaker  candi- 
dates to  drop  out  to  make  it 
easier  to  reach  consensus, 
while  some  developing  coun- 
tries urged  a vote  if  consen- 
sus is  not  achieved  by  the 
end  of  this  month.  A vote  is 


Iran  close  to 
$5bn  target  for 
oil  investment 


By  Robin  Alton  in  Tehran 

Iran  may  come  near  its 
initial  first  year  target  of 
S5bn  of  oil  buy-back  con- 
tracts signed  with  western 
energy  companies  but. 
according  to  industry 
observers  in  Tehran,  the 
National  Iranian  OH  Com- 
pany is  less  than  satisfied 
with  the  overall  response  to 
the  43  projects  on  offer  since 
last  year. 

Serious  interest,  they  say 
has  been  limited  to  the  five 
offshore  areas  where  con- 
tracts have  been  signed,  and 
to  10  onshore  areas. 

According  to  Hossein 
Kazempour  Ardebilt.  an 
adviser  to  the  oil  ministry 
quoted  recently  in  the  daily 
newspaper  Arya.  the  govern- 
ment needs  to  attract  more 
foreign  investment  to 
increase  Iran's  production 
capacity. 

“In  the  years  to  come,"  he 
wrote,  “Saudi  Arabia's  pro- 
duction capacity  will  be  15 
million  barrels  a day  (hid), 
which  will  be  alarming  Tor 
Iran's  security  in  the  oil 
markets.  Boosting  produc- 
tion capacity  would 
strengthen  Iran’s  bargaining 
position  against  other  oil 
producers." 

According  to  industry  ana- 
lysts. Mr  Ardebili  could  only 
have  been  referring  to  Iraq. 
Kuwait.  Abu  Dhabi  as  well 
as  Saudi  Arabia.  These  four 
together  possess  well  over 
half  proven  global  oil 
reserves.  These  states,  they 
point  out.  could  have  a domi- 


nant position  in  crude  oil 
markets  in  10  years'  time  If 
no  significant  reserves  are 
added  to  the  capacity  of 
smaller  producers  both 
inside  and  outside  Opec. 
Iran,  they  add,  has  to 
increase  its  production 
capacity  now  just  to  stay  in 
the  big  league. 

But  Iran  is  too  strapped 
for  cash  according  to  econo- 
mists. to  come  up  with  the 
capital. 

Their  assessment  is  con- 
firmed by  central  bank  fig- 
ures which  reveal  oil  export 
earnings  of  only  So.lbn  in 
the  first  six  months  of  the 
last  fiscal  year  starting 
March  21. 

Analysts  reckon  ofl  earn- 
ings for  the  whole  year  to 
next  March  20  will  not 
exceed  S9bn.  After  paying 
out  subsidies,  foreign 
exchange  allocations  for 
state  industries  and 
short-term  debt  payments, 
the  government  is  left  with  a 
$5bn  deficit 

With  the  prospect  of  low 
oil  prices  continuing,  the  sit- 
uation confronting  Iran  I 
could  get  worse.  Monthly  , 
average  oil  production  is  put 
at  3.5m-3.6m  b/d.  Of  this  : 
according  to  Ali  Shams  i 
Ardekani.  an  energy  adviser 
to  President  Mohammad  1 
Khatami.  1.4m  b/d  goes  for 
domestic  consumption. 

Iran's  light  crude  has  been 
fetching  only  S&-S7  a barrel 
on  the  spot  market,  while  its 
heavy  crude  has  recently 
traded  at  under  S6. 


US  warns  over 
hormones  dispute 


By  Haney  Dm®  in  Washington 

US  agriculture  officials 
yesterday  warned  that  fail- 
ure by  the  US  and  EU  to 
settle  a dispute  over  the 
Community's  ban  on  hor- 
mone-treated meat  would  be 
“dangerous”  for  the  future  of 
world  trade  in  farm  produce. 

American  beef  producers 
say  they  have  lost  hundreds 
of  millions  of  dollars  in  rales 
since  the  ban  went  into 
effect  in  1989,  the  officials 
said.  Less  than  two-thirds  of 
the  US  quota  for  high  qual- 
ity meat  into  Europe  - 1 1.500 
tonnes  - is  going  unfilled 
because  of  the  difficulties 
and  expense  in  proving  that 
meat  has  been  produced 
without  hormones. 


•■If  [the  dispute]  is 
resolved,  it  sets  a very  good 
precedent  that  the  US  and 
European  can  resolve  diffi- 
cult issues  by  coming  up 
with  imaginative  and  inno- 
vative proposals,"  said- 
August  Schumacher,  Jr. 
undersecretary  at  the  US 
Department  of  Agriculture. 

In  a pitch  to  a group  of 
European  journalists,  Mr 
Schumacher  extolled  the  US 
proposal  for  a settlement 
that  American  meat  would 
be  labelled  in  accordance 
with  the  EU  labelling 
regime.  He  sidestepped  ques- 
tions about  whether  the  US 
would  agree  to  labels  con- 
taining the  information  that 
the  cattle  had  been  treated 
with  hormones. 


DEFENCE  CONTRACT  ELDERLY  MIGS  TO  BE  REPLACED  AFTER  ENTRY  INTO  NATO 


Czechs  prepare  for  talks  on  $1.6bn  fighter  deal 


opposed  by  many  WTO 
members,  however,  because 
they  argue  that  the  next 
director-general  should  be 
clearly  acceptable  to  all  134 
member  countries. 

On  a purely  arithmetic 
basis.  Mr  MacLaren  would 
seem  to  be  in  the  weakest 
position  but  he  has  some 
influential  backers  including 
the  US  which  claims  to  be 
supporting  him  alongside 
Mike  Moore.  Sir  Leon  Brit- 
tan,  the  European  Union 
trade  commissioner,  also 
favours  Mr  MacLaren 
though  EU  members  are 
split  between  all  four  candi- 
dates. 

According  to  European 
trade  officials.  Mr  Abuyoub 
is  backed  by  a scant  major- 
ity of  EU  members  - France. 
Belgium,  Greece.  Ireland. 
Italy.  Luxembourg.  Portugal 
and  Spain.  Denmark,  Fin- 
land and  tbe  Netherlands 
support  Mr  Supachai.  Aus- 
tria, Germany  and  Sweden 
Mr  Moore  and  the  UK  Mr  1 
MacLaren,  who  is  currently 
Canada's  High  Commis- 
sioner (ambassador)  to  Lon-  1 
don. 

The  officials  said  there  i 
seemed  little  prospect  of  any  | 
common  EU  candidate  | 
unless  the  field  was  nar- 
rowed considerably.  At  the 
same  time,  none  of  the  can- 
didates has  an  incentive  to 
withdraw  voluntarily,  mak- 
ing It  hard  to  see  how  the 
impasse  can  be  broken. 

One  European  trade  offi- 
cial said  yesterday  that  Mr 
Ruggiero  might  again  be 
asked  to  stay  on  for  another 
year  while  a new  slate  of 
candidates  was  found.  How- 
ever. Mr  Ruggiero,  who  is  69 
and  not  in  good  health,  has 
so  far  refused  all  blandish- 
ments to  remain  beyond 
April  30. 


| By  Robert  Anderson  in  Prague 

The  Czech  defence  ministry 
Will  request  information 
from  western  aerospace  com- 
panies later  this  month  as  a 
prelude  to  opening  Formal 
discussions  on  a potential 
S1.6bn  supersonic  fighter 
contract. 

The  more  formal  proceed- 
ings for  the  contract  have 
been  long  awaited  by  rival 
bidders  as  it  has  been  dis- 
cussed informally  Since  1996. 


Tbe  more  formal  approach 
also  brings  the  Czech  Repub- 
lic level  with  the  other  Nato 
entrants.  Poland  and  Hun- 
gary. which  are  also  consid- 
ering buying  new  jets.  'This 
is  very  welcome  news.1'  said 
Steve  Mead,  director  of  Brit- 
ish Aerospace  in  the  Czech 
Republic.  "It  puts  an  end  to 
the  speculation  and  will  put 
on  the  table  a formal 
response  to  a formal  offer." 

The  Czech  Republic  will 
join  Nato  on  March  12  with 


the  worst  air  force  of  the 
new  entrants.  After  trading 
away  its  SovieL-designed 
MJG-29s.  the  air  force  pos- 
sesses only  40  old  MiG-2ls  in 
tbe  supersonic  class,  of 
which  western  experts 
believe  fewer  than  half  could 
be  put  in  the  air  on  any 
given  day  and  all  will  be 
obsolete  by  20U3. 

The  air  force  wants  to  buy 
up  to  36  jets  to  Till  this  gap 
and  has  been  pushing  for  an 
early  decision  because  it  will 


need  five  years  to  adapt  to 
the  new'  weaponry. 

The  top  contenders  are 
seen  as  British  Aerospace 
and  Saab  with  the  Gripen. 
Boeing's  F/A-18,  Lockheed 
Martin's  F-16,  and  Dassault's 
Mirage.  Russia  is  also  inter- 
ested but  the  air  force  is 
believed  to  favour  producers 
from  Nato  member  states. 

However,  the  annual  mili- 
tary budget  is  currently 
Ke37bn  ($l.07bn)  and  the 
bulk  of  this  is  eaten  up  by 


personnel  and  housing  costs. 
There  is  little  money  for  new 
procurement,  particularly 
given  that  the  air  force  is 
committed  to  buying  72 
domestically  produced  L-159 
light  attack  aircraft  over  the 
next  four  years  for  Kc30bn. 

“The  military  budget  does 
not  have  the  resources  for 
this."  said  Jaromir  Novotny, 
deputy  defence  minister. 
“The  government  has  to  find 
additional  resources."  This 
is  likely  to  prove  difficult  at 


a time  of  economic  recession 
but  aerospace  companies  are 
hopeful  that,  by  offering  off- 
set packages  of  technology 
and  Investment,  the  govern- 
ment will  view  the  contra  a 
as  a way  of  regenerating  the 
struggling  industrial  sector. 

Tbe  best  offset  package 

may  decide  tbe  contract  and, 

rather  than  bidding 
together,  the  Czech  Repub- 
lic. Poland  and  Hungary 
look  to  be  competing  to 
secure  the  best  deal. 


TELECOMMUNICATIONS  HIGH-COST  OPERATORS  WILL  BE  ABSORBED  BY  COMPETITORS,  SAYS  STUDY 

Fierce  rivalry  ‘to  reshape  global  industry’ 


By  Alan  Cara 

Telecommunications 
operators  with  high  costs  are 
likely  to  be  absorbed  by  com- 
petitors as  global  competi- 
tion intensifies,  according  to 
a new  study. 

The  research,  by  Analysys. 
the  Cambridge-based  consul- 
tancy which  advises  opera- 
tors worldwide,  says  that 
operators  and  service  provid- 
ers of  all  sizes  are  for  the 
first  time  competing  in  a 
globalised  and  highly 
dynamic  environment. 


“A  business  strategy  for 
globalised  telecoms  is  no  lon- 
ger an  optional  development 
for  a handful  of  major  ser- 
vice suppliers  with  some 
general  global  ambitions."  it 
asserts,  "it  is  essential  to  tbe 
survival  and  prosperity  of  all 
participants,  large  and 
small. 

The  catalysts  for  the 
changes  reshaping  tbe  tele- 
coms business  are  market 
liberalisation  and  new  tech- 
nologies. 

Analysys  sees  several 
stages  in  the  way  the  market 


will  develop:  an  explosion  of 
new  entrants  immediately 
after  liberalisation  followed 
by  alliances,  mergers  and 
acquisitions  leading  to  a new 
globalised  environment  pop- 
ulated by  a few  major  groups 
and  a large  number  of  niche 
players. 

David  Cleevely,  Analysys 
managing  director,  said  he 
did  not  believe  the  telecoms 
industry  was  likely  to 
achieve  the  kind  of  “steady 
state"  it  exhibited  in  the 
first  half  of  this  century  for 
at  least  20  years. 


The  report  essentially 
destroys  the  idea  that  com- 
peting globally  is  for  tele- 
coms groups  a matter  of 
choice. 

Successful  companies  in 
tbe  new  environment,  it 
says,  will  combine  low  oper- 
ational costs  with  tight  busi- 
ness direction  and  control, 
unitary  operations  across 
chosen  market  segments  and 
a recognition  that  there  will 
be  opportunities  both  in 
major  markets  and  in 
niches. 

“Operators  with  a high 


cost  base  will  lose  abso- 
lutely. irrespective  of  their 
position."  it  warns,  pointing 
out  that  many,  including 
AT&T  of  the  US  and  KPN  of 
the  Netherlands,  have 
started  to  shed  staff  and 
costs.  Deutsche  Telekom,  on 
the  other  hand,  retains  a 
high  cost  structure  despite 
cost -cutting. 

It  warns  that  a large  oper- 
ator with  global  coverage 
but  narrow  focus  may  fell  to 
become  an  industry  leader  if 
it  lacks  other  strengths.  Val- 
uations afforded  the  mobile 


operators  Vodafone  Air- 
Touch.  or  DoCoMo  of  Japan, 
may  be  justified  by  Lhe  enor- 
mous potential  of  cellular 
communications,  but  could 
be  overturned  by  develop- 
ments in  other  sectors  - 
electronic  commerce,  video- 
on-demand  - in  which 
full  service  operators 
such  as  AT&T  have  powerful 
resources. 

Global  Turf  Wars  by  Tim 
Hills  with  David  Cleevely, 
El,  495.  Analysys  Publica- 
tions. Suite  2.  First  Floor. 
Quayside,  Cambridge.  UK 


The  Definition 
Of  Leadership. 
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Warren  Buffett  has  been  labeled  a quality 
conscious  investor:  So  we  took  it  as  a huge 
compliment  four  years  ago  when  he  chose  the 
Netjets  fractional  aircraft'  ownership  program 
to  fulfill  his  family’s  personal  rravel  needs. 

After  his  family  experienced  Netjets’  friendly 
and  reliable  service.  Me  Buffett  made  two 
more  decisions:  he  switched  his  business 
travel  ro  Netjets  and  rhen  boughr  the  company, 
making  Netjets  parr  of  the  distinguished 
Berkshire  Hathaway  Company, 

His  reasons  were  clean  Netjets  is  far  and 
away  the  worldwide  leader  in  fractional  aircraft 
ownership.  It  has  the  largest  fleet,  the  broadest 
selection  of  the  world's  finest  aircraft,  more 
fractional  ownership  solutions,  more  customer 
service  and  support,  and  extraordinary 
financial  strength.  Purchase  or  lease  onfy  the 
fractional  interest  you  actually  need,  save 
millions  of  dollars  over  full  aircraft  ownership 
and  enjoy  guaranteed  availability,  costs  and 
liquidity  of  your  asset. 

Warren  Buffett  knows  leadership  when  he 
sees  it.  So  do  as  he  did.  Acquire  an  ownership 

■ interest  in  Netjets  and  learn  how  easy  and 
affordable  tbe  ultimate  jn  business  and  personal 

■ trass^JOitatRHi  can  be. 
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Beijing  acts  to  boost  great  leap  online 


By  James  Halting  in  Shanghai 

China  yesterday  moved  to 
encourage  millions  more 
people  to  connect  to  the 
internet  by  halving  the 
charges  on  data  transmis- 
sion lines  and  offering  free 
installation  of  a second  tele- 
phone line  in  Chinese 
homes. 

The  measures  are  Likely  to 
accelerate  what  is  already 
being  called  China’s  great 
leap  online,  as  industry  ana- 
lysts forecast  the  number  of 
internet  users  to  multiply 


from  just  over  2m  today  to 
more  than  10m  in  2000. 

Beijing's  decision  to 
reduce  the  costs  of  internet 
access  was  part  of  a package 
of  price  cuts  intended  to 
deflect  mounting  public  criti- 
cism over  high  telephone 
rates  and  low-quality  service 
from  China  Telecom,  the  de 
facto  state  telecommunica- 
tions monopoly. 

The  Ministry  of  Informa- 
tion Industry  (MU)  cut  fees 
for  internet  use  by  50  per 
cent,  reduced  international 
phone  charges  to  many  parts 


of  the  world  by  nearly  20  per 
cent  and  slashed  the  cost  of 
domestic  telephone  line 
installation  for  some  urban 
residents  by  mare  than  70 
per  cent,  as  well  as  offering 
free  installation  of  second 
telephone  lines. 

Ministry  officials  were 
quoted  as  saying  that  the 
adjustments  "were  the  result 
of  increasing  complaints 
from  consumers". 

The  MQ  and  China  Tele- 
com have  been  the  targets  of 
unusually  forthright  criti- 
cism in  the  state-owned 


media  in  recent  months,  as 
business  groups  and  academ- 
ics who  see  the  internet  as 
an  essential  tool  for  the 
development  of  China's 
"knowledge  economy"  have 
protested  that  they  cannot 
afford  to  pay  the  govern- 
ment-set rates  to  get  online. 

Duncan  Clarke,  a Shang- 
hai-based telecoms  analyst, 
said- the  sweeping  price  cuts 
would  foster  the  growth  of 
China's  internet  industry. 
But,  he  said,  the  measures 
intended  to  appease  dissatis- 
faction in  the  market  did  not 


address  the  fundamental 
problems  of  the  near-monop- 
oly enjoyed  by  China  Tele- 
com: "Beijing  is  trying  to 
introduce  the  results  of  com- 
petition in  the  telecoms 
industry  without  introduc- 
ing the  competition." 

Wu  Jichuan.  the  Mil  min- 
ister. acknowledged  last 
month  that  it  was  "neces- 
sary to  cut  prices  to  allow 
consumers  to  benefit  from 
the  advantages  of  advanced 
technologies  and  products". 

China  »<tcn  announced  that 
It  would  raise  postage  rates 


by  20-60  per  cent  in  order  to 
end  the  practice  of  having 
lucra  tl  ve  telecommunica- 
tions services  subsidise  loss- 
making postal  operations, 
the  official  Xinhua  news 
agency  said. 

The  number  of  telephone 
and  mobile  telephone  users, 
including  the  28.3m  new  sub- 
scribers last  year,  has 
reached  110m  people,  just 
Less  than  10  per  cent  of  Chi- 
na's population.  The  number 
of  Chinese  mobile  phone 
users  was  25m  people  by  the 
end  of  last  year. 


China  province 
puts  funds  into 
troubled  group 


By  Louise  Lucas  and  Rated 
Jacob  In  Hong  Kong 


Guangdong's  provincial 
government  revealed  yester- 
day it  had  poured  HKS246m 
(US$31 .7m)  into  Guangdong 
Enterprise  Holdings,  one  of 
its  languishing  flagship  com- 
panies, between  mid-Decem- 
ber and  early  February. 

Guangdong's  support  of 
GDE.  which  made  a loss  of 
HK$18.8bn  for  the  nine 
months  to  September  30, 
contrasts  with  the  closure  of 
Guangdong  International 
Trust  & Investment  Corp 
(Gitic).  the  investment  arm 
of  the  provincial  govern- 
ment. 

Gitic  folded  in  October 
with  US$4.37bn  of  debts, 
sending  shock  waves 
through  many  foreign  bank- 
ers who  had  lent  on  the 
assumption  the  government 
would  honour  all  the  debts 
of  its  investment  arms. 

Gitic's  closure  showed  this 
was  not  the  case  and 
prompted  many  hanks  to 
rein  in  their  China  lending. 
The  resultant  credit  crunch 
compounded  cash  flow  prob 
lems  at  mainland  entities. 
This  appears  to  have  played 
a part  in  the  government's 


By  Mure  Dickie  and  Peter 
Montag  non  in  Taipei 


Paul  Chiu,  Taiwan’s  finance 
minister,  said  yesterday  no 
final  decision  had  been  made 
on  a controversial  proposal 
to  cut  the  tax  on  share  trans- 
actions. The  plan  has 
prompted  a no-confidence 
motion  against  the  premier, 
Vincent  Siew. 

In  comments  that 
suggested  there  could  still  be 
a rearguard  action  by  minis- 
ters against  the  cut,  Mr  Chiu 
told  the  FT  a reduction  was 
not  inevitable  even  if  legisla- 
tors granted  the  cabinet  the 


decision  to  continue  to  sup- 
port GDE. 

Wang  Qisban.  vice-gover- 
nor of  Guangdong,  said  GDE 
merited  support  partly  due 
to  its  role  in  Hong  Kong  (It 
has  units  listed  on  the  terri- 
tory's stock  market)  and 
because  its  balance  sheet  ini- 
tially seemed  stronger  than 
that  of  Gitic.  "But  now 
today,  we  see  the  financial 
situation  at  GDE  is  in  the 
same  ballpark  with  Gitic." 
he  said. 

That  financial  situation 
was  revealed  to  some  250 
creditor  representatives  at  a 
Hong  Kong  meeting  yester- 
day. 

Total  liabilities  of  the  GDE 
group  exceeded  total  assets 
by  HKil3-2bn  as  at  Septem- 
ber 30.  higher  than  bankers 
had  expected. 

Its  financial  disarray  was 
further  underlined  by  the 
government  injection  of 
HK$246m  which  was 
required  to  help  it  meet 
ongoing  business  require- 
ments and  make  interest 
payments  of  HK$253m. 
GDE’s  own  net  operating 
cash  flow  was  a mere 
HK$25m. 

Zhong  Huang  Chao,  chair- 
man of  the  GDE  group,  said: 


power  to  adjust  the  tax. 

"After  two  or  three 
months  the  law  might  be 
passed,"  Mr  Chiu  said.  “I 
would  say  it  does  not  mean, 
necessarily,  a cut  in  the 
tax.” 

Legislators  will  today  vote 
on  a motion  of  no-confidence 
against  Mr  Siew  that  was 
forced  by  opposition  politi- 
cians after  the  premier 
appeared  to  bow  to  pressure 
from  President  Lee  Teng-hui 
to  cut  the  transaction  tax  to 
support  falling  share  prices. 

Mr  Siew  and  other  cabinet 
members  had  previously 
been  vocal  in  their  opposi- 


“These  financial  results  are 
truly  sobering.  However, 
this  is  an  important  step  to 
get  our  house  in  order." 

The  government  is  further 
supporting  GDE  by  agreeing 
to  inject  several  infrastruc- 
ture assets.  Possible  candi- 
dates Include  a water  plant 
which  supplies  water  to 
Hong  Kong,  power  plants, 
toll  road6  and  bridges.  A 
debt  restructuring  proposal 
Is  scheduled  to  go  to  bankers 
next  month. 

Bankers  have  expressed 
scepticism  about  the 


tion  to  reducing  the  tax.  a 
big  source  of  revenue,  at  a 
time  when  the  budget  is 
badly  stretched  by  infra- 
structure spending  intended 
to  stimulate  the  faltering 
economy. 

Opposition  legislators . 
have  condemned  Mr  Siew  for 
falling  to  protect  the  inde- 
pendence of  the  office  of  pre- 
mier, but  their  noconfidence 
motion,  the  first  raised 
under  a 1997  constitutional 
amendment,  appears  doomed 
to  fail  given  the  ruling  par- 
ty's parliamentary  majority. 

The  row  has  weakened 
public  confidence  in  the  gov- 


restructuring  and  queried 
the  value  of  injecting  more 
assets  with  Chinese  cur- 
rency cash  flow  when  the 
problem  is  with  meeting 
hard  currency  debt 
"Until  all  these  asset  injec- 
tion plans  are  finalised,  they 
won't  have  the  cash  flow  to 
service  debt  There  are  still  a 
lot  of  question  marks,"  said 
one  banker  with  loans  to 
GDE.  Bankers  were  further 
disappointed  by  GDE's 
refusal  to  guarantee  100  per 
cent  repayment 
Goldman  Sachs,  which  is 


enunent's  ability  to  deal 
with  slowing  economic 
growth,  but  Mr  Chiu  said 
recently  announced  mea- 
sures to  boost  bank  profits 
and  reduce  non-performing 
loans  would  have  a wide- 
ranging  effect 

"The  key  part  of  our  policy 
is  to  treat  the  hanking  prob- 
lems as  the  core  of  all  the 
problems,"  he  said.  “Once 
this  core  business  is  stabi- 
lised then  there  is  no  prob- 
lem for  other  industries." 

However,  Mr  Chiu  took  a 
relatively  soft  line  on  the 
need  for  bank  mergers, 
which  many  analysts  say  are 


advising  Guangdong  on  its 
restructuring,  stressed  that 
the  job  was  about  more  than 
simply  "fixing  a hole  in  the 
balance  sheet". 

Management  changes  and 
greater  strategic  discipline 
for  a group  whose  activities 
span  infrastructure,  foods, 
manufacturing,  travel,  brew- 
ery and  hotels  will  also  be 
implemented. 

GDE's  losses  are  largely 
due  to  hefty  provisions 
including  HK$11.78bn  in 
write-offs  for  bad  and  doubt- 
ful debts. 


tax  cut 

urgently  required  to  solve 
the  overcrowded  sector's 
problems.  He  stressed  the 
strong  capital  base  of 
Taiwan's  banks  - a sharp 
contrast  with  the  weakness 
of  counterparts  in  Japan  and 
South  Korea. 

President  Lee  had  earlier 
called  for  hank  mergers  and 
said  the  business  tax  paid  by 
banks,  recently  cut  from  5 to 
2 per  cent,  might  be 
scrapped.  He  waved  aside 
reports  of  a rift  with  the  pre- 
mier and  his  economic  min- 
isters, saying  talk  of  a con- 
stitutional crisis  was  a 
media  creation. 


Downgrade 
for  five 
financial 
institutions 

By  Janes  Harding 

Standard  & Poor's,  the 
ratings  agency,  yesterday 
downgraded  five  of  China's 
largest  financial  institutions 
in  a sign  of  the  declining 
international  confidence  in 
China’s  banks  and  financial 
services  industry. 

The  ratings  agency  said  it 
expected  the  domestic  oper- 
ating environment  for  Chi- 
nese flnamdal  institutions  to 
become  increasingly  difficult 
as  economic  growth  slowed. 

S&P  said  the  long-term 
outlook  was  negative  for 
Rank  of  China,  China  Con- 
struction Bank,  Industrial 
and  Commercial  Bank  of 
China,  Rank  of  Communica- 
tions and  China  Interna- 
tional Trust  & Investment 
Corporation  (Citic)  and  they 
were  removed  from  Credi- 
tWatch  Negative,  where  they 
were  placed  at  the  end  of 
last  year. 

The  foreign  currency 
counterparty  credit,  certifi- 
cate of  deposit  and  debt  rat- 
ings on  all  five  were 
reduced. 

The  five  institutions  stand 
at  the  core  of  China's  finan- 
cial sector,  including  three 
of  the  big  four  state  banks, 
one  of  the  country's  few. 
growing  quasi-commercial 
banks  and  the  flagship  inter- 
national trust  and  invest- 
ment company. 

S&P  outlined  specific  prob- 
lems that  limited  each  insti- 
tution's ability  to  improve 
its  credit  rating. 

The  rating  for  Bank  of 
China,  historically  China's 
state-owned  foreign 
exchange  bank,  reflected 
strong  government  support 
offset  by  deteriorating 
domestic  market  conditions. 

China  Construction  Bank, 
the  state-owned  bank  which 
has  taken  the  lead  on  mort- 
gage financing,  also  had 
strong  and  continued  gov- 
ernment support,  but  there 
remained  concerns  on  poor 
asset  quality,  earnings  and 
inadequate  capital  ratios,  the 
agency  said. 


T aiwan  cautious  on  share  sale 


Indian  rates 
cut  sharply 
after  budgets 


By  Krishna  Guba  In 
Bombay  and  Mark 
Hdiolson  in  New  DeBn 


India's  central  bank  cut 
interest  rates  sharply  yester- 
day in  what  was  seen  as  a 
coordinated  response  to  Sat- 
urday's tax-raising  budget. 

The  Reserve  Bank  of  India 
reduced  the  repurchase  rate 
from  8 to  6 per  cent,  cut  the 
bank  rate  from  9 to  8 per 
cent  and  reduced  the  cash 
reserve  which  banks  are 
obliged  to  put  with  it  from  II 
per  cent  of  deposits  to  10.5 
per  cent. 

Rfmai  -Talari,  governor  of 
the  Reserve  Bank,  said  con- 
ditions were  right  for  a 
lower  interest  rate  regime. 

"In  view  of  lower  inflation 
in  recent  weeks,  slow  credit 
offtake  and  the  next  year’s 
lower  borrowing  programme 
announced  by  the  govern- 
ment in  the  budget,  the 
Reserve  Bank’s  judgment 
now  is  that  conditions  are 
right  for  such  a move,"  be 
said. 

Economists  said  the  rate 
cut  would  offset  fiscal  tight- 
ening in  the  budget,  which 
raised  taxes  by  about  Rs93bn 
($2.1bn),  and  help  spur 
industrial  growth, 
at  present  languishing  at  3.5 


percent  \ \s.  . 

The  move  is  seen  as  a sign 
that  the  government  and  the 
Reserve  Bank  are  prepared 
to  allow  a controlled  depreci- 
ation of  the  rupee  to  restore 
export  competitiveness... 

Last  week's  Economic  Sur- 
vey report,  published  on  the 
eve  of  the  budget,  called  for 
a pragmatic  and  flexible 
exchange  rate  policy. 

"It  fe  pretty  clear  that  they 
would  like  softly  to  depreci- 
ate the  rupee."  said  the 
regional  economist  at  a for- 
eign investment  bank.- 

Indla’s  exports  picked 
up  slightly  in  January,  ris- 
ing 8.5  per  cent  oyer  the 
same  month  last  year  to 
*&85bn. 

However,  official  data 
show  export  growth  remains 
negative  for  the  first  10 
months  of  the  fiscal  year, 
down  by  1.98  per  cent  at 
$27.lbn  compared  with  the 
same  period  the  year  before. 

Imports  fell  4.95  per  cent 
in  January  to  $8.3bn,  but 
were  5 per  cent  higher  for 
the  first  10  months  at 
$34.Sbn. 

India's  trade  gap  for  Aprfl- 
January.  at  $7.79bn,  is 
almost  40  per  cent  higher 
than  in  the  same  period  the 
preceding  year. 


Indonesia  forms 
new  riot  force 


By  Sander  Thoenes  in  Jakarta 

Indonesia’s  military  chief 
formed  a new  anti-riot  force 
yesterday,  just  as  his  troops 
killed  at  least  10  people  in  an 
attempt  to  halt  another 
round  of  communal  clashes. 

General  Wiranto  said  the 
3,300  officers  from  the  army, 
police,  navy,  air  force  and 
intelligence  agency  would  be 
rushed  to  riots  across  the 
archipelago,  plagued  by  eth- 
nic and  religions  violence  in 
recent  months. 

The  10  people  were  killed 
as  soldiers  fired  into  fighting 
crowds  on  the  island  of 
Ambon,  part  of  the  Maluku 
island  group.  Gangs  of  Chris- 
tian Ambonese  attacked 
Moslem  migrants  and  threw 
petrol  bombs  at  the  local 
mosque,  the  latest  in  a series 
of  tit-for-tat  fights  that  have 
left  at  least  150  dead  and 
caused  thousands  to  flee. 

The  attacks  on  Moslems  in 
Ambon  have  yet  to  provoke 
Moslem  attacks  on  Chris- 
tians elsewhere  in  Indonesia. 
But  migrant  groups  have 
recently  clashed  in  Kaliman- 
tan; in  East  Timor  hundreds 
of  Buginese  traders  have 


been  leaving,  fearing  attacks 
from  pro-independence 
groups. 

Alexander  Downer,  Aus- 
tralia's foreign  minister,  said 
yesterday  that  President  B. J. 
Habibie  wanted  to  hear  from 
the  East  Timorese  people 
before  June  on  whether  or 
not  they  wished  for  indepen- 
dence. 

Indonesia's  parliament 
could  then  formalise  auton- 
omy or  annul  the  1976 
annexation  before  the  end  of 
the  year.  The  tight  deadlines 
have  raised  fears  that  a 
rapid  secession  would  spark 
civil  war  in  the  territory. 

But  Mr  Downer  said:  "The 
Indonesians  have  given  me  a 
firm  commitment  they  will 
not  just  walk  out  and  leave 
East  Timor  in  a state  of 
chaos,  if  independence  is 
chosen."  Portugal,  which 
still  claims  East  Timor,  and 
Indonesia  resume  talks  at 
the  United  Nations  on  March 
9. 

Representatives  of  Irian 
Jaya  have  also  demanded 
independence,  raising  con- 
cern that  East  Timor's  seces- 
sion may  inspire  other  parts 
of  Indonesia  to  follow  suit. 
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Novartis  fined 
for  misreporting 
income  in  Japan 


By  Paul  Abrahams  in  Tokyo 

i Novartis,  the  Swiss 
pharmaceuticals  group,  has 
been  fined  by  the  tax  author- 
ities for  under-reporting  its 
income  in  Japan.  It  becomes 
the  latest  in  a number  of 
domestic  and  foreign  drugs 
companies  to  have  fallen 
foul  of  the  Japanese  tax 
administration  for  using 
excessive  transfer  pricing. 

Transfer  pricing  involves 
parent  companies  over- 
charging subsidiaries  in 
countries  where  the  effective 
tax  rate  is  high.  This  has  the 
effect  of  minimising  taxes, 
allowing  the  company  to 
book  the  earnings  in  a low- 
tax  nation,  effectively  cut- 
ting its  tax  charge. 

The  move  is  likely  to 
alarm  foreign  drugs  compa- 
nies, whose  operations  in 
Japan  are  usually  highly 
profitable,  but  which  tend  to 
report  low  earnings. 

The  corporate  tax  rate  at 
the  national  and  local  level 
in  Japan  is  among-  the  high- 
est in  the  world  at  46  per 
cent,  although  it  is  to  be  cut 
to  40  per  cent  as  part  of  the 
government’s  efforts  to  stim- 
ulate the  economy. 

The  effective  tax  charge  is 
also  high  because  the  Japa- 
nese authorities  allow  very 
few  deductions. 

The  government  has  been 
particularly  keen  in  recent 
years  to  ensure  it  receives 
taxes  due  to  it  because  cor- 
porate tax  revenues  in  Japan 
have  been  hit  by  the  reces- 
sion. In  December,  for  exam- 
ple. the  corporate  tax  take 
fell  20  per  cent  yearon-year. 

Ciba-Geigv  Japan,  an  affili- 


ate of  Clba  which  merged 
with  Sandoz  of  Switzerland 
to  become  Novartis,  is 
alleged  to  have  under- 
reported Its  Income  by  Y8bn 
(S67m)  between  1990  and 
1994,  and  the  group  has  been 
fined  Y3.3bn  ($27.7m).  The 
company  refused  to  com- 
ment 

Roche,  another  Swiss 
drugs  group,  has  been 
accused  on  a number  of 
occasions  by  the  tax  authori- 
ties of  diverting  profits  to 
Switzerland.  Last  year,  the 
tax  office  alleged  the  com- 
pany bad  avoided  Y6bn  in 
tax  between  1992  and  1994. 
This  is  disputed  by  Nippon 
Roche,  which  has  asked  for 
clarification  of  the  double 
tax  treaty  between  Switzer- 
land and  Japan.  Previously, 
it  received  a demand  worth 
Y33bn  relating  to  1988  and 
1991,  which  was  cut  to  Y2bn. 

The  biggest  case  in  recent 
years  lias  been  Yamanouchi. 
the  Japanese  drugs  group 
which,  according  to  the 
authorities,  failed  to  declare 
Y54-lbn  in  income  during 
the  six  years  to  March  1997. 
The  group  eventually  had  to 
pay  Y24.2bn  in  additional 
taxes,  including  a fine. 

Its  operations  in  Ireland, 
which  has  an  extremely  low 
tax  rate  for  drugs  manufac- 
turers. were  found  to  have 
overcharged  the  Japanese 
parent  for  raw  materials 
used  to  make  Gaster,  its  top- 
selling ulcer  drug. 

The  Japanese  subsidiary  of 
Monsanto,  the  US  life  sci- 
ences group,  was  this  year 
found  to  have  avoided 
Y1.5bn  in  taxable  income 
between  1990  and  1993. 
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178.7 
1823 
188.3 

179.1 

197.1 
2163 

225.7 

258.0 

274.0 


-83 
-10.6 
-11  6 
-9.8 
0.S 
93 

7.4 

9.4 
123 
25.4 
24.7 


-3.6 

-3.8 

-7.6 

-5.1 

33 

0.1 

5.4 

8.3 

16.0 

34.8 


70354 

7.0169 

6.9202 

6.9643 

5.8420 

6.6281 

63659 

64460 

04068 

6.5925 

6.6137 


96.9 

96.0 

100.0 

98.3 

1013 

105.0 

106.1 
109-2 

109.1 
105.6 

106.1 


UNITED  KINGDOM 


Esparto 


853 

99.6 

105.1 
1083 
113.3 

137.5 

159.1 
196.9 

200.6 
2093 
2153 


-7.0 

-0.8 

-7.3 

-8.3 

-63 

173 

18.5 

23.5 
343 
27.4 
243 


-4.3 

-6.4 

-10.1 

-153 

-16.6 

63 

11.8 

22.6 

32.7 

32.3 


1536.8 

15093 

1523.2 
15313 

1591.5 
1836.7 

1906.6 
21064 
1932.1 
1924.0 

1947.3 


97.6 

98.5 
100.0 

96.6 
95.5 
60.4 
76.9 
69.3 

75.7 
763 
753 


66.4 

60.9 

69.0 

67.7 


58 

6.0 

6.6 

63 


93 

8.1 

8.6 


6.6273 

6.6238 

6.6105 

6.5931 


105.0 

105.7 

1063 

107.3 


121.5 

137.6 
143.1 
146.4 

146.6 
156.9 
174.8 

187.7 
208.6 
2483 
241.6 


-32.4 

-36.7 

-263 

-14.6 

-17.7 

-17.1 

-14.3 

-143 

-1&3 

-17.2 

-30.4 


-26.4 
-34.9 
-273 
-12.0 
-13.7 
-13.6 
-1  9 
-4.6 
-0.7 
8.8 


0.6843 

0.6728 

0.7150 

0.7002 

0.7359 

0.7780 

0.7736 

0.8190 

03026 

06906 

0.6775 


105.4 
1023 
100.0 
100.7 

963 

89.0 

89.2 
84.8 

86.3 

100.5 
103.0 


52.8 

573 

523 

52.6 


33 

0.9 

8.9 

S3 


2.4 

6.9 

-3.6 


1948.6 

1948.7 
1945.6 
1945.9 


753 

75.7 

763 

76.5 


22.9 

22.7 

23.0 
223 

23.1 
22.6 
22.6 

23.8 
22.0 
23.1 
223 


1.9 
1.7 
2.1 
1 8 
2.0 
13 
1.7 
3.0 
13 
2.4 
2.6 


2.1 

2.7 

2.8 
3.1 

2.3 
33 

1.4 

3.7 
33 

2.8 


6.6189 
6.6493 
6.6428 
6 6051 
66235 
6.6243 
6 6123 
6.5949 
6.5949 
6 5923 
6.5819 
6.5596 


105  0 
1043 
105  1 
106.1 
105.9 
1060 
106.4 
107.1 

107.6 
107.1 
107.1 

106.7 


62.7 
62.1 

60.7 
56.4 


-6.4 

-7.2 

-7.8 

-8.9 


-1.7  0.6606  105.4 

-23  0.6665  105.4 

3.6  03774  104.4 

0.7055  100.6 


17.7 
203 

18.8 
10LB 

19.7 

21.7 

12.9 

17.9 
183 
17.4 
163 


0.9 

2.3 
13 
23 
2.6 

5.4 
2.7 
0.7 
23 

1.4 
1.4 


1.4 
3.0 
0.8 
2.7 
36 
•1.4 
0.5 
-2.7 
-1  7 


1948.7 
19533 

1957.8 
19423 
19462 

1948.1 
1946.0 

1943.2 
19483 
1946.6 
19433 

1936.3 


75.2 

753 

753 

76.0 

76.0 

76.0 
762 
76.6 
76.8 
76.4 
764 

76.1 


20.7 
213 
21.1 
20.1 
20.9 
203 
20.5 
19.4 
183 

18.8 
18.8 


-2.9 
-2.3 
-1.9 
-2.9 
-2.4 
-2.0 
-1  9 
-3  8 
-23 
-3.3 
-3.2 


n.a. 

nj. 

na. 

n.a. 

n.a. 

n_a. 

n_a. 

n.a. 

na. 

n.a. 


0.8638 

0.6532 

0.6536 

0.6783 

0.6783 

0.6688 

0.6757 

0.6877 

0.7091 

0.7034 

0.7041 

0.7Q24 


104.7 
1063 
107.1 
1034 

105.4 
1053 
1043 
1033 

100.7 

100.8 

100.4 
993 
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BRITAIN 


IMMIGRATION  DELAYS  ‘THREATEN  UK'S  REPUTATION  AS  INTERNATIONAL  CENTRE  FOR  BUSINESS  AND  INVESTMENT’ 


Lawyers  protest  at  visa  processing  chaos 


By  Deborah  Hargreaves 
in  London 


Law  firms  in  the 
Immigration  Law  Practitio- 
ners' Association  have  sent  a 
letter  of  protest  to  the  UK 
government  about  the  near- 
collapse in  processing  of  visa 
and  asylum  claims. 

“It  makes  us  a laughing 
stock  in  the  international 
business  immunity,"  said 
Philip  Barth,  treasurer  of  the 
association  and  a partner  at 
Mishcon  de  Reya,  the  law 
firm. 

The  chaos  at  Britain’s 


immigration  and  Nationality 
Directorate  In  Croydon, 
south  London,  began  late 
last  year.  It  has  left  families 
and  business  executives 
stranded  in  the  UK  because 
they  are  unable  to  extend 
visas  or  work  permits. 

The  problems  stem  from 
the  introduction  of  a new 
computer  system,  which  is 
not  working.  The  directorate 
has  also  moved  offices,  tem- 
porarily misplacing  many 
files. 

“It  is  worse  than  a third 
world  country,  my  clients 
are  absolutely  amazed  at  the 


chaos,'’  said  Julia  Onslow- 
Cole,  a leading  immigration 
lawyer  at  Cameron 
McKenna,  a London  firm. 

“It’s  a political  not  an 
administrative  problem 
now,”  said  Mr  Barth.  “There 
will  be  lasting  damage  from 
this.  These  problems  carry 
the  real  danger  of  causing 
serious  and  long-lasting  dis- 
credit to  the  UK  as  ah  inter- 
national centre  for  business 
and  investment” 

Once  a visa  runs  out  visi- 
tors to  the  UK  have  to  obtain 
an  extension  or  renewal 
from  the  Croydon  immigra- 


tion directorate.  This 
Involves  submitting  a pass- 
port for  scrutiny,  which  can . 
become  tied  up  in  processing 
problems  for  many  months. 
Executives  are  unable  to 
travel  without  a passport  or 
relevant  visa.  They  must 
remain  in  Britain,  or  out- 
side, until  the  papers  are 
processed. 

A Canadian  woman  repre- 
senting a telecoms  equip- 
ment manufacturer  obtained 
a visa  a year  ago  to  market 
products  in  Britain,  Scandin- 
avia and  northern  Europe. 
She  Is  based  in  the  UK 


but  travels  almost  weekly. 

Her  visa  is  due  for  renewal 
but  she  has  been  advised  not 
to  send  in  her  passport 
because  of  the  problems  at 
Croydon.  Mr  Barth  has  given 
her  a letter  asking  any  immi- 
gration official  at  the  airport 
to  allow  her  back  in  but  this 
means  she  must  rely  on  the 
goodwill  Of  immigration  offi- 
cers to  do  her  job. 

“They  have  moved  250,000 
files  from  one  office  without 
labelling  them,”  said  Ms 
Onslow-Cole.  “Some  are  in 
an  underground  car  park  in 
Croydon  which  staff  refuse 


to  go  into  because  of  health 
and  safety  problems.” 

The  government  predicted 
some  disruption  from 
December  to  February  while 
the  computer  system  was 
updated.  But  lawyers  say 
delays  and  redundancies  - 
because  the  new  system  was 
expected  to  need  fewer  staff 
- have  led  to  a complete 
breakdown.  Lawyers  esti- 
mate that  there  are  more 
than  10.000  visa  renewals 
awaiting  processing.  The 
Home  Office  said  last  month 
the  problems  were  unlikely 
to  be  over  before  Easter. 


N Ireland  property 
shake-up  aims  to 
evict  discrimination 

The  move  is  an  attempt  to  stamp  out  the 
widespread  ‘don’t  sell  to  the  other  side’ 
culture.  John  Murray  Brown  reports 


Northern  Ireland 

HUMAN  RIGHTS 


COMMISSIO 


It  became  illegal  in  North- 
ern Ireland  yesterday  for  a 
landowner  or  estate  agent 
to  refuse  to  sell  property  to 
someone  of  the  “opposite” 
religion.  This  is  one  of  the 
region’s  least  known  forms 
of  discrimination,  confined 
mainly  to  rural  areas  away 
from  the  main  flashpoints  of 
the  “Troubles". 

Ownership  is  intimately 
bound  up  with  politics  in 
these  areas.  The  distinction 
is  still  made  between  the  the 
descendants  of  the  native 
Catholics  who  originally 
occupied  the  land  and  the 
16th  century  Protestant 
invaders  who,  with  the  back- 
ing of  the  British  Crown,  dis- 
placed them. 

The  strength  of  feeling 
became  clear  last  month. 
John  Dallat,  an  assembly 
member  for  the  moderate 
nationalist  Social  Demo- 
cratic and  Labour  party, 
issued  a statement  welcom- 
ing the  reforms.  “In  rural 
areas  everyone  knows  dis- 
crimination takes  place,"  he 
said.  “This  law  will  consign 


the  ‘don’t  sell  to  the  other 
side'  brigade  to  history.” 

“We  were  frankly  sur- 
prised at  the  public 
response,”  says  Paul  Robin- 
son. editor  with  a BBC  radio 
programme  in  the  region 
that  inadvertently  triggered 
a three-day  debate  on  the 
subject,  as  angry  callers 
called  to  detail  their  experi- 
ences of  discrimination. 

Not  selling  to  “the  other 
side”  is  often  seen  as  a civic 
- almost  a religious  - duty. 
Sensitivities  were  sharpened 
during  the  Troubles,  when 
some  Protestant  owners  of 
isolated  farms  were  targeted 
by  the  IRA.  Some  were  even 
killed  and  their  families 
forced  to  move. 

“It's  all  wrapped  up  in  the 
idea  of  Ireland’s  four  green 
fields."  explains  Mr  Robin- 
son, referring  to  the  four 
ancient  provinces  of  Ireland: 
Munster,  Leinster,  Con- 
naught and  Ulster,  which 
includes  the  modern  North- 
ern Ireland.  The  reference 
underlines  the  fact  that 
there  is  a territorial  as  well 


Prof  Brice  Dickson  addresses  human  rights  commission  members  during  their  first  meeting 


as  commercial  element  to 
much  property  dealing  in 
Northern  Ireland.  “In 
Ireland,  land  ownership  is 
more  important  than  it 
would  be  in  England.  The 
actual  sod  becomes  the 
issue,”  Mr  Robinson  adds. 

One  auctioneer  recalls  a 
case  in  which  a Protestant 
farmer  was  prepared  to  take 
£100.000  ($160,000)  less  rather 
than  sell  to  a Roman  Catho- 
lic. On  another  occasion  a 
farmer  bought  land  he  did 
not  need,  to  prevent  it  fall- 
ing into  the  “wrong”  hands. 

The  change  makes  it 
unlawful,  for  example,  to 
offer  land  for  sale  with  a pre- 
condition that  it  be  sold  only 
to  those  of  a certain  religion. 

“How  often  do  you  hear 
the  expression:  *1  hope  it 


goes  to  a good  home'.  This  is 
Northern  Ireland's  version,” 
says  Sir  Robert  Cooper, 
chairman  of  the  Fair 
Employment  Commission, 
set  up  in  1989  to  redress  anti- 
Catholic  practices  in  the 
workplace. 

The  latest  reforms  cover 
bars,  clubs  and  the  provision 
of  financial  services.  But 
property  is  the  most  conten- 
tious area. 

The  practice  is  fairly  dis- 
creet Bertie  Pollock,  an  auc- 
tioneer in  Omagh,  a border 
area  in  the  west  of  the 
region,  explains:  “I  would 
say  to  the  bidder  'this  is  not 
going  to  work'.  I would  say 
it  honestly.  'Your  particular 
type  is  not  going  to  get  it*. 
But  I'll  not  lead  a Catholic 
up  the  garden  path.  The 


comment  from  the  seller 
would  be  ‘we’d  like  to  keep  it 
right'.  That's  the  expression 
they  use.” 

But  Mr  Pollock  believes 
sellers  are  motivated  less  by 
religious  prejudice  than  by 
the  more  practical  consider- 
ation of  not  wanting  to  fall 
out  with  neighbours  by  sell- 
ing to  someone  from  the 
opposite  community. 

The  law  also  extends  to 
letting  and  estate  agents  will 
be  liable  for  “aiding  and 
abetting”  a discriminatory 
act  “The  problem  is  we’re 
often  caught  in  the  middle. 
We  have  someone  who 
wants  something  but  the 
other  side  doesn’t  want  to 
sell  it,”  says  Colm  Coyle, 
who  runs  a practice  in  Stra- 
bane.  another  border  area. 


Human  rights 
unit  launched 

The  Northern  Ireland  Human 
Rights  Commission  met  far 
the  first  time  yesterday  to 
begin  preparing  a bill  of 
rights  for  the  region.  The  UK 
government  pledged  to  form 
the  commission,  and 
promote  a bill  of  rights,  as 
part  of  the  April  1998  peace 
agreement,  it  will  be  headed 
by  Professor  Brice  Dickson, 
a University  of  Ulster  law 
professor.  The  10  part-time 
members  are  drawn  equally 
from  the  region’s  majority 
Protestant  and  minority 
Roman  Catholic 
communities.  They  include 
lawyers,  business  people,  a 
Methodist  minister  and  a 
trade  unionist 

Some  members  of  the 
region's  Special  Advisory 
Commission  on  Human 
Rights  are  understood  to 
have  had  misgivings  about 
interfering  in  such  a private 
area  when  the  government 
asked  for  a review.  But  Sir 
Robert  says  private  compa- 
nies made  exactly  the  same 
complaints  about  the  origi- 
nal employment  provisions  - 
that  they  should  be  free  to 
hire  whom  they  cboose. 

The  reforms  will  only 
affect  sales  that  are  adver- 
tised. Sir  Robert  says  the 
test  of  the  legislation  will  be 
whether  vendors  resort  to 
private  sales,  beyond  the 
remit  of  the  law.  The  higher 
prices  available  using  a pub- 
lic sale,  he  believes,  should 
discourage  that. 


CONTRACTS  & TENDERS 


JT7C  ETBA 

kj_i  Finance 


ECONOMIC  & FINANCIAL  SERVICES  SLA. 

INVITATION  FOR  EXPRESSIONS  OF  INTEREST 
IN  PURCHASING  THE  ASSETS  OF 
ELEUSIS  BAUXITE  MINES  MINING, 

INDUSTRIAL  AND  SHIPPING  SJV.  (ELBAUMIN  S.A.) 

NOW  IN  SPECIAL  LIQUIDATION 

ETBA  FINANCE  ECONOMIC  & FINANCIAL  SERVICES  SA,  established  in  Athens  (1  Eratosthenous  St),  as  special 
Gquidatar  of  the  above  company  , by  Decision  No.  8397/1998  as  amended  by  Decision  No.  978/1999  of  the  Athens  Court 
of  Appeal,  by  which  the  company  has  been  placed  in  special  liquidation  within  the  framework  of  article  46a  of  Law 
1892/1990,  as  supplemented  by  article  14  of  Law  2000/1991  as  in  force  today. 

INVITES 

interested  parties  to  express  their  interest  in  purchasing  the  assets  of  ELEUSIS  BAUXITE  MINES  MINING,  INDUSTRIAL 
AND  SHIPPING  SA  (ELBAUMIN  SA)  now  in  special  liquidation,  by  submitting  within  twenty  (20)  days  from  today,  a 
written,  non-binding  expression  of  interest 

Summary  data  on  the  company  under  liquidation 
The  Company  was  established  in  1951  and  is  engaged  mainly  in  mining  and  marketing  bauxite  and  also  in  mining, 
processing  and  marketing  manganese  ores.  The  Company’s  bauxite  mines  are  located  in  regions  of  the  prefectures  of 
Phthiotis,  Euboea.  Kymi  Ewias  and  Phocis  and  the  installations  for  processing  and  loading  bauxite  are  located  in  the  regions 
of  Aghia  Marina  in  Phthiotis  and  itea  in  Phocis,  while  the  manganese  mines  and  their  processing  installations  are  located  in 
the  prefecture  of  Drama 

The  Company  also  owns  ferro-nickel  and  magnesite  mines  in  Euboea  as  well  as  metallurgical  and  refractory  chromite  mines 
in  the  prefecture  of  Larissa  and  Kozani.  Its  head  office  is  in  Kalfithea,  at  104  Evangel istrias  Street 
For  purchasing  the  assets  of  the  above  company  in  liquidation,  prospective  buyers  may  submit 
Either  an  offer  for  buying  the  total  assets, 

or  an  individual  offer  for  buying  one  or  more  of  the  functional  entities  listed  below. 

With  regard  to  the  fifth  Entity,  which  includes  non-functional  elements  of  the  Company’s  assets,  it  is  to  be  noted  that  thee  is 
the  possibility  of  submitting  an  offer  for  separate  Hems  of  this  entity  in  accordance  with  para.  11  of  article  46a  of  Law 
1982/190,  supplemented  by  article  53  of  Law  2224/1994. 

A First  Entity 

Concerns  bauxite  exploitation  with  the  centre  of  current  activity  in  the  prefectures  of  Phthiotis  and  Euboea. 

B.  Second  Entity 

Concerns  the  exploitation  of  manganese  ores  to  the  Drama  region. 

C.  Third  Entity 

Concerns  the  exploitation  of  chromite  with  the  centre  of  activities  at  Eretria  Pharsaton. 

D.  Fourth  Entity 

Concerns  the  exploitation  of  ferro-nickei  in  the  area  of  Psachna  Ewias. 

E.  Fifth  Entity 

Includes  non-functional  elements  of  the  Company's  assets,  among  which  are  land  areas  on  the  island  of  Milos,  in  the 
regions  of  Mandra,  Eleusis,  Megara.  Kymi,  Chryssou  Phokidos,  Boeotia  and  Rodani  Kozanis,  scrap  metal,  scrap 
machinery,  etc. 

F.  Sixth  Entity 

Magnesite  mining  concessions  in  Euboea 

The  precise  content  of  the  above  entities  win  be  contained  in  the  Offering  Memorandum  and  in  the  relative  call  for  tenders 
which  will  follow. 

Other  Data  on  the  Tender 

1.  Prospective  buyers,  after  signing  a confidentiality  agreement,  may  receive  the  Ottering  Memorandum  from  the  offices  of 
the  liquidating  company,  within  the  time  limits  provided  by  law.  They  will  also  have  access  to  any  other  information  they 
may  request  and  be  able  to  visit  the  premises  of  the  Company  in  liquidation. 

2.  The  Offering  Memorandum  drafted  by  the  liquidator  will  contain  a detailed  description  of  the  assets  for  sate  and  any  other 
supplementary  information  that  may  be  useful  to  the  prospective  buyer. 

3.  The  Calf  for  Tenders  will  be  published  within  the  legal  time  limits  and  in  the  same  newspapers  in  which  the  present 
invitation  has  appeared. 

For  further  information,  interested  parties  may  apply  to 
Mr.  Constantine  Georgia  at  ETBA  FINANCE  S A, 

1 Eratosthenous  & Vas  Constantinou  Sts, 

4"  Floor,  Athens  116  35,  Greece 
Tel.  (301)  7560210,  7560278  and  Fax  (301)  7560864 


Plans  unveiled 
to  improve  gas 
competition 


By  Andrew  Taylor, 

Utilities  Correspondent 

Plans  to  make  gas  trading 
more  competitive  were 
announced  yesterday  by  the 
industry  regulator. 

The  move  follows  prob- 
lems last  year  In  balancing 
supply  and  demand,  which 
led  to  big  increases  In  gas 
shippers'  costs. 

Callum  McCarthy,  the 
energy  industry  regulator, 
proposes  to  remove  the 
monopoly  held  by  Transco. 
which  controls  the  flexibility 
mechanism  that  ensures 
supply  always  matches  cus- 
tomers' demands. 

Mr  Cartby  plans  a screen- 
based  market  that  would  be 
run  by  an  independent  oper- 
ator. This  would  reduce  the 
residual  market  balancing 
role  of  Transco,  owner  of  the 
national  gas  pipeline  net- 
work that  was  carved  out  of 
British  Gas.  the  former  state 
monopoly. 

The  regulator  said  the  pro- 
posals were  In  line  with 
plans  to  reform  trading  in 
English  and  Welsh  electric- 
ity markets.  He  said  the 
plans  move  "will  bring 
Britain's  gas  trading 
arrangements  to  the  fore- 
front of  international  best 
practice  at  a time  when  lib- 
eralisation is  occurring  in 
European  Union  energy  mar- 


kets”. The  arrangements  are 
due  to  be  in  place  by  Octo- 
ber. 

Big  gas  customers  have 
complained  that  on-the-day 
mechanisms  to  balance  sup- 
ply and  demand  have  been 
been  manipulated  by  some 
shippers  taking  advantage  of 
transmission  constraints  to 
boost  prices. 

The  new  plan  includes  a 
secondary  market  for  trad- 
ing capacity,  more  flexible 
trading  rules,  improved  pric- 
ing that  better  reflects  the 
costs  of  shipper  imbalances 
and  a method  of  allocating 
access  to  the  pipeline  net- 
work, preferably  by  auction. 
• Government  plans  to  raise 
water  industry  investment 
targets  “and  still  leave  room 
for  big  price  cuts  for  custom- 
ers" were  attacked  by  water 
companies  yesterday.  Com- 
panies, which  have  warned 
ol  possible  dividend  cuts, 
expressed  concern  after 
Michael  Meacber,  environ- 
ment minister,  said  they 
would  have  to  meet  staffer 
environmental  requirements 
than  planned  in  HDCXMK.  The 
minister  said  the  companies 
had  succeeded  in  driving 
down  investment  costs  In 
recent  years.  This  had  con- 
vinced him  that  the  industry 
could  meet  the  extra  targets 
within  the  original  £8bn 
($12.8bn)  forecasts. 


NEWS  DIGEST 


HEATHROW  AIRP0gT_  

Passenger  aircraft  pass 
within  30m  near  London 

A Boeing  737  heading  for  London's  Heathrow  airport  came 
within  30m  of  a Gulfstream  IV  over  the  east  London  sub- 
urb of  Chigwell  earty  on  Friday  morning,  it  was  dfsetosed 
yesterday.  The  two  passenger  planes  were  flying  at  abort 
12  000ft.  The  Boeing  was  waiting  for  clearance  to  land  at 
Heathrow  while  the  GuHstream  was  heading  for  Farnbor- 
ough.  to  the  south  of  Heathrow.  An  air  traffic  controller  is 
thought  to  have  ordered  the  Gulfstream  to  descend  to 
12  000ft  because  he  mistakenly  thought  the  airspace  was 
empty  The  Civil  Aviation  Authority  said  an  air  traffic  con- 
troller at  the  West  Drayton  centre  near  Heathrow  had  been 
suspended  while  he  made  a report  on  the  incident  This  is 
normal  practice.  The  authority  refused  to  namethe  Boe- 
ing’s airline  or  how  many  passengers  it  was  carrying. 
“There  are  around  40  possible  near-mtss  incidents 
reported  every  year  In  Britain  and  about  80  per  cent  of 
them  are  found  to  involve  no  risk,”  it  said. 


NATIONAL  GALLERY 


Checks  made  for  looted  works 

London's  National  Gallery  is  to  Investigate  the  origin  of 
120  paintings  that  came  into  its  collection  between  1933 
and  1945  to  ensure  none  were  looted  by  the  Nazis.  There 
is  no  suggestion  any  of  the  works  has  a disputed  owner- 
ship but  the  UK  government  has  asked  all  national  muse- 
ums and  galleries  to  check.  The  National  Museums  Direc- 
tors' Conference  set  up  a committee  last  June  to  consider 
the  theft  of  works  of  art  during  the  second  world  war.  The 
National  Gallery  is  the  first  UK  institution  to  produce  a fist 
requiring  further  examination.  Antony  Thorncroft,  London 


FOOD  POLICY 

Royal  rebuff  for  ministers 

Prince  Charles  yesterday  delivered  another  embarrassing 
rebuff  to  the  government’s  food  policy  when  he  tucked 
into  a “delicious”  and  illegal  hunk,  of  beef-on-the-bone. 

The  Prince  was  joined  in  the  illicit  lunch  by  Alun  Michael, 
chief  minister  for  Wales.  The  ban  on  selling  beef  on  the 
bone  was  introduced  in  1 997  during  the  BSE  - “mad  cow” 
disease  - crisis.  Prince  Charles  has  no  quaJms  about  flout- 
ing government  strictures  on  food  safety  and  is  an  enthu- 
siast of  frowned-upon  products  such  as  unpasteurised 
cheese.  He  caused  discomfort  to  the  government  last 
month  by  warning  on  his  Royal  website  that  he  did  not 
approve  of  genetically  modified  food. 

He  told  an  audience  of  farmers,  butchers  and  civic  digni- 
taries in  Wales  yesterday:  “I  am  only  sorry  that  so  many  of 
you  have  had  to  wait  in  here,  building  up  an  enormous 
appetite  whilst  having  to  look  at  this  huge  hunk  of  roast 
beef.  I am  sorry  that  I got  there  before  you  did.  Shortly, 
you  will  be  able  to  taste  it  like  I did.  It's  absolutely  deli- 
cious." The  agriculture  ministry  said  later  “Providing  beef 
on  the  bone  is  illegal  - eating  it  is  not." 

• The  government  yesterday  said  39  people  had  died  of 
new  variant  Creutzfeldt-Jakob  disease,  the  brain  disease 
linked  to  BSE,  by  January  31 . That  is  four  more  than  the 
death  toll  to  the  end  of  December.  The  government  said 
one  person  died  of  the  disease  in  January  and  three 
deaths  in  1996  had  been  re-diagnosed  as  nvCJD,  bringing 
the  year's  total  to  15.  There  were  10  deaths  in  1997  and 
10  in  1996.  George  Parker,  London 


MANUFACTURING 

Survey  show  signs  of  recovery 

Signs  of  a recovery  in  UK  manufacturing  and  strong 
growth  in  consumer  borrowing  have  damped  hopes  of 
another  cut  m interest  rates  this  week.  The  latest  UK  pur- 
chasing managers’  index,  published  yesterday,  revealed  a 
modest  rebound  this  month  from  January,  reflecting 
increased  domestic  demand  for  consumer  goods.  Manu- 
facturing output  new  orders,  employment  and  prices 
declined,  said  the  Chartered  Institute  of  Purchasing  and 
Supply.  But  the  overall  rate  of  contraction  slowed  mark- 
edly. The  survey  of  more  than  300  manufacturing  compa- 
nies pointed  to  an  improvement  in  domestic  demand  and 
export  orders.  The  overall  index  increased  from  a revised 
44  to  45.5  in  February.  A run-down  in  inventories  kept  It 
below  the  break  even  level  of  50  but  expectations  grew 
that  the  worst  may  be  over.  Melanie  Carroll,  London 


PRIVATE  MEDICAL  CARE 


Insurers  in  competition  dispute 


loaofiwiuBFaxJwb 

SOON  EUT  IN  THE 

fflRTRAOWG  INSPECTOR. 


Norwich  Union,  Britain's 
third  biggest  health  insurer, 
is  registering  a complaint  of 
anticompetitive  practice 
against  Bupa,  the  largest 
insurer  and  most  extensive 
private  hospital  chain,  with 
the  Office  of  Fair  Trading. 
Norwich  Union  also  cut 
Bupa's  hospitals  out  of  a 
health  insurance  product  it 
launched  yesterday,  arguing 
that  its  hospitals  were  “too 
expensive".  The  request  to 
the  OFT  to  revive  a past 
inquiry  into  Bupa  lays  bare 
an  angry  dispute  between  it 
and  the  rest  of  the  industry. 
Bupa  Hospitals  has  been 
seeking  a 7.5  to  8 per  cent 
increase  in  charges  for  ser- 
vices to  other  insurers,  while  Bupa's  insurance  business 
has  demanded  other  private  hospitals  increase  their 
charges  to  Bupa  members  by  as  little  as  possible. 
Nicholas  Timmins,  London 


THE  EURO  HAGUE'S  ALLIES  AWARE  THAT  KENNETH  CLARKE  STILL  WANTS  TO  LEAD  PARTY 


Opposition  leader  may  face  coup 


By  George  Parker 
and  Andrew  Parker 


William  Hague,  leader  of  the 
opposition  Conservative 
party,  is  bracing  himself  for 
a possible  attempted  coup  by 
pro-Europeans  led  by  Ken- 
neth Clarke,  chancellor  of 
tbe  exchequer  in  John 
Major's  government  of  the 
mid-1990s. 

Mr  Hague's  closest  allies 
say  he  is  aware  that  Mr 
Clarke  still  wants  to  lead  tbe 
party  and  there  is  growing 
speculation  in  the  Houses  of 
Parliament  about  an  autumn 
leadership  challenge.  Mr 
Hague’s  aides  believe  any 


challenge  would  fail  and 
that  Mr  Clarke  is  increas- 
ingly viewed  by  many  party 
members  as  “a  traitor". 

Mr  Hague  believes  Mr 
Clarke  made  a serious  error 
last  week'by  holding  private 
talks  with  Gordon  Brown, 
chancellor  of  the  exchequer, 
on  euro  strategy. 

Michael  Heseltine.  the  for- 
mer deputy  prime  minister, 
held  private  talks  with  Tony 
Blair,  the  prime  minister. 
Both  later  praised  Mr  Blair's 
approach  to  Emu. 

Mr  Clarke's  allies  are 

watching  the  outcome  of 

June’s  elections  to  the  Euro- 
pean parliament,  to  gauge 


the  success  of  rebel  MEPs 
who  are  standing  as  pro- 
European  Conservatives.  If 
the  breakaway  party  signifi- 
cantly eroded  suppnrt  for 
official  Conservatives  - dam- 
aging Mr  Hague's  authority 
- it  could  pave  the  way  for  a 
challenge. 

Meanwhile,  a new  anti- 
euro  group  launched  yester- 
day to  try  to  thwart  the  gov- 
ernment's plan  to  hold  a ref- 
erendum on  UK  membership 
or  the  euro  shortly  after  the 
next  national  elections.  Lord 
Owen,  former  labour  for- 
eign secretary  and  one  of  the 
founders  of  New  Europe, 
said  he  helinved  people 


would  reject  tbe  euro  in  * 
referendum.  But  he  added 
“It  would  be  fair  to  say  wt 
would  like  to  influence  opin 
ion  so  that  no  government 
called  a referendum.  By  and 
large  governments  do  nol 
call  referendums  unless  they 
think  they  are  going  to  win 
them.” 

New  Europe's  statement 
says  it  does  not  want  to  rule 
out  supporting  membership, 
but  argues  “we  cannot  fore- 
see a change  in  circum- 
stances that  would  persuade 
or  the  case  for  joining". 

The  group  is  strongly  in 
favour  of  British  member- 
ship of  the  European  Union. 
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Humberts  Leisure 


On  the  Instructions  of 

«v 

THE 

ROYAL 

parks 

Richmond  Park  Golf  Course 
Surrey 

• 36  hole  pay  &.  play  golf  course 
• 25  year  (maximum)  annual  licence  available 

12  BOLTON  STREET  MAYFAIR  LONDON  W1Y  7PA 

TEL:  0171  629  6700  FAX:  0171  409  0475 
e-mail:  Lnfotf’hombor la-Ieigarc.com 
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VENOOfc  / VC.i  SHMNC  MBi 
CHIEF  EXECUTIVES  FG*L 
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LOUDON  ■ LEEDS  - QLASGOKT 


Website  Directory 
for  TOP  200 
UK  Companies 

at  £6.95  per  copy. 

To  order  your  handy  booklet  call 
Corporate  Business  Sates 
on  01702-481423, 8am  - 7pm 

Credit  cards  accepted 

UK  DISTRIBUTORSHIP 

Designer  and  Pawn  applicate  . 
appearing  licohcc* 

THE  INFLATABLE  FRAMELESS  DOME 
provide*  laqxmlirted  pmTa  jnd  value  I or 
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Coif.  RxxhalL  Rupb}  mnu  - 
Cuurnkn  other  oppEcalMH; 

nrnnt  Ire  istaviea.  [4*1  ONbilS  1*2  j 
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INVESTMENT 

MANAGEMENT 

Wk  ac  pi»  arlj-  on  ncd. 

IMRO  iccubwL  ttilh  3 mi\  of 
libdliojiuial  and  pnvaic  dienlt 
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InnLcd  allot 
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Hfw.  ik  TD 
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READERS  ARE 
RECOMMENDED  TO  SEEK 
APPROPRIATE 
PROFESSIONAL  ADVICE 
BEFORE  ENTERING  INTO 
COMMITMENTS 


LEGAL  NOTICE 


UNITED  STATES  BANKRUPTCY  COURT 
SOUTHERN  DISTRICT  OF  NEW  YORK 


* Chapter  11 

! Case  Nos.  98-B-22S69  [ASH) 
, «od«8-8-Z257f(ASH) 

■ Jointly  Administered 


In  re:  7 

CITYSCAPE  FINANCIAL  CORP^  . Case  Nat  98-B 

Tax  LD.Na  11-2994671, -id  CITYSCAPE  ! and  98-S-2257 
CORP^  Tax  LD.  No- 13-3430497,  . Jointly  Admin 

Pehtova. 

NOT^^lMyj^LRCTB  22.  tfWASLAST DAY 

TO  ALL  CREDITORS  OF  THE  DEBTORS: 


IxzRx  toaa  tzmnara.  mew  im  iwu.  cwunw  "“rTL  . . n .“KT 

of  lide  11  of  me  UnXed  State*  Code  (Ute  “Bsnfaiwcy  '-jdeTintl*  UiwjdSate. 
BmbTmuy  Coun  Ibr  Aw  Sotabeeo  Dntrfct  ot  New  Yotfc  (the  Own. 

PLBLSE  TAKE  FURTHER  NOTICE  dm  ihe  Bmknraicy  Com  named  an  Oritr 

5:00  pan.  New  Y«fc  Oiy' Txne  or  dw  h«  day  and  nme  lor  (fling  proofc  of  ctaun  igmw 

either  one  or  btnb  of  the  DebftM, 

PLEASE  TAKE  FURTHER  NOTICE  flul.  pwroen  io  ±»  Bor  tee  Order,  if  jvo 
believe  you  bare  a elnoF  again*  tbc  Debtor*,  you  fflim  rue  ■ proof  o(  Mm  in* 
-■ayfur  described  below  (imksi  your  claim  is  of  He  type  described  in  nans  (a)  dntngh 
lH  below)  so  ttu  it  is  actually  received  by  ita  QeA  oiw  BauLtiuey  Coon  on  «■  hrfoic 
March  25,  1999  « 5^0  pm.  New  York  Ci^Tum  f dm  “B»^e  L Umjed  Sates 
Court****.  300  Qrarrop*  Soeo.  2nd  Hoor.  whkt  Ptamt.  New  Yak  1%01  -500S. 
PLEASE  TAKE  FURTHER  NOTICE  ihK  ifyou  do  dm  ttiwly  file  a proper  proofed 
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CHRISTIE  &.  C2 


Surveyors.  Valuers  & agents 


i Lancashire  Tl  Gloucestershire  1 


15th  Century  Guerr  House, 

COTSWOLDS 

■ 9 individual  iimnwim  with  t-fOSn 
beds.  RaUurmt  (SOL  lounge, 
heated  pooL 

• Owner's  2-tedmom  sdf«xitained 
ipanmcoL 

■ Feamed  an  ‘Wtsh  You  Were  Here' 
TV  programme. 

• Used  in  enjor  ^okSba* 

• Feamrrtl  in  various  magazines. 


Bristol  Office  RsfM/FT9fS0/UBI 

01179331500 


Residential  Case  Home 
Registered  for  19 
'Trading  with  string  occupancy. 

• Fee  range  £2lM270  per  irsWcnt 
per  week. 

• Retirement  sale  after  13  yean. 

• T/D  year  end  30A98  £239 A68. 
£39Sjm  VWKBBOU) 

HhcAerier  Office  Rtf3MFT7SH7M\ 

01962  844455 


Detached  Hotel 

•46  CO  suite  lethng  bedrooms. 

• Phoning  consent  for  tether  14 
bedrooms. 

• Function  roan  (I90L  restaurant 
1781.  bat  (90). 

• Adjusted  act  profit  £278,000  year 
cud  31.7.98. 

■Sale due  to  retirement. 

Omss  INVITED  REEBOLD 
Umchrsm  Office  Kef  S&F7456SXS 

01618333311 


Nursing  Home  Re&sitebed  pm 
28,  Resbentul  Home 
Registered  for  6 

• Set  in  area  2.8  aocs  on  edgp  of 

Drawat 

• Mainly  singles  with  70%  cn  mite. 
•T/O  to  313.98  £546,950. 

• Management  run.  High  fee  reus. 
•Superb  views. 

£950^809  FREEHOLD 
Emut  Office  Rif  32/Fn9MMU 

01392  285600 


Offices  at:  London  - Eibmis-ghah  - Bristol  • SDiNBUitCH 
Exeter  • Glasgow  - Ipswjch  - Leeds  • Maidstone  ■ Manchester 
Milton  Keynes  • Newcastle  • Nottingham  - Winchester 


CONTRACTS  & TENDERS 


Office  of  ihe  Director  of 
Telecommunications 
Regulation 


COMPETITION  FOR  THE  AWARD  OF 
8 LICENCES  TO  USE  FIXED  WIRELESS 
POINT  TO  MULTI-POINT  ACCESS  (FWPMA) 
TECHNOLOGY  FOR  THE  PROVISION 
OF  TELECOMMUNICATIONS 
SERVICES  IN  IRELAND 

The  Director  of  Telecommunications  Regulation  in  Ireland 
invites  applications  for  licences  for  the  use  of  FWPMA 
technology  to  provide  telecommunications  services  in  Ireland. 
The  Director  proposes  to  award  eight  licences  - four  broadband 
and  four  narrowband  - following  a comparative  bidding 
process.  The  licences  are  for  nationwide  services  and  wiO  be  for 
a term  of  10  years. 

Ireland  is  amongst  the  most  rapidly  growing  economies  in  the 
ELI  and  this  is  forecasted  io  continue  into  die  foreseeable  future. 
Although  telephone  penetration  rates  in  Ireland  of  around  83% 
are  low  by  European  standards,  the  telecommunications  market 
in  Ireland  was  liberalised  on  i December  199S  and  has 
significant  potential  for  growth  over  the  coming  years. 

A copy  of  the  tender  documentation  is  available,  on  payment  of 
a non -re  fundable  fee  of  IR£5.000,  horn  Ms.  Joan  Phelan.  Office 
of  the  Director  of  Telecommunications  Regulation,  Abbey 
Court,  Irish  Life  Centre,  Lower  Abbey  Street.  Dublin  l.  Ireland 
(Telephone  00  353  1 8049600.  Fax  00  353  1 8049665). 

The  fee  should  be  paid  by  bank  draft  payable  to  the  "Office  of 
the  Director  of  Telecommunications  Regulation".  Only 
organisations  which  purchase  the  tender  documentation  may 
participate  in  the  competition. 

A summary  information  memorandum  is  also  available  on 
request  or  can  be  viewed  on  the  official  website  of  the  Office  of 
the  Director  of  Telecommunications  Regulation: 
hapi/Avww.odtrje. 

Closing  date  for  receipt  of  applications 
is  1400  ( local  time)  on  ihe  6th  May  1999. 


:i  1 W 1^14.1 1. 

ASAT(UK)  LIMITED 

(IS  AD  XT'S  1ST. R.A  i iOS) 

ISJlGRaJlD  circuit  ASSEMBLY 


The  Joint  Administrators,  Derek  Howell  and  Joe  Considine, 
offer  for  sale  the  business  and  assets  of  Europe's  largest 
integrated  circuit  assembly  and  test  subcontractor,  based 
near  Newport,  South  Wales. 

Principal  feature  of  the  business  indude: 

• 90,000  sq  ft  of  manufacturing  facility 

• Class  1 000  dean  room  capability 

• ISO  9002  certified 

• strong  blue-chip  customer  base  in  Europe  serving  the 
computer,  telecoms,  consumer  and  automotive 
systems  markets 

• experienced  and  qualified  personnel 

For  further  information,  please  contact  Derek  Howell  or 
David  Burrows  of  PrioewaterhouseCoopefS, 

Churchill  House,  Churchill  Way,  Cardiff  CF1  4XQ. 

Tel:  01222  237000.  Fax:  01222  802405. 


PmWEllHOU^QOPEPS 


PiKu  w lininCrnr*  n is  MtarivKl  by  uvMuir  <*  Oimnnl  tawmi 

Jal  fagttnd  jntf  WjIfs  » ™y  on  m*«w™  iMincu 


Established  product  range  and 
targe  customer  base  including 
many  lop  sports  retailers.  A 
leading  golf  brand  with  In  house 
award  winning  design  capabilities. 

Box  B631S.  Financial  Times, 
One  Southwark  Bridge. 
London  SEl  9HL 


/ BUSINESSES. 

/ SALE  REPORT  \ 

/ The  No.  1 toting  of  medma  to  large\ 
I companies  ta  sale  In  the  UK  and  Europe' 

■ (7/0  £lm+L  Plus  acqueiliofu.  large 
Peas  and  ail  UK  lecewodups.  Over  400 
new  company  kx  s4e  enlws  ererj  mrvWL 

l Fw  subscription  details: 

\ 0181-875  0200  J 

\.  wwwxybojwt/bsr 


LIQUIDATIONS 

RECEIVERSHIPS 

AUCTIONS 

200-400  listed  every  week 
in  the  PACE  1 REPORT 

BUSINESS  RESALE 

j 120+  different  businesses, 
j auctions  and  property  sales 
listed  every  month. 

0800  389  5504 

Fax : 01652  688867 


r^iiirin 


ENGINEERING  COMPANY 
FOR  SALE 

□ 35  skilled  employees 
□ established  I960 

13 13,500  sq.ft,  factory  In  Essex  with 
very  good  access  to  M25. 

□ Blue  chip  customer  base 
serving  the  Aerospace  & 
Communications  industry. 

Ill  health  filters  sale. 

Srn.vii  t'lr^iimct  io- 
tas 86313.  RitataJ  Timas. 

One  Sterttnraik  Bridge,  Uunbui  SEl  8HL 


BUSINESS  SERVICES 


M.E.B.C. 

Business  Opportunities 
in  Latvia 

Well  established  trading/consultancy 
company  with  fully  equipped  offices  in  Riga, 
Latvia  is  Interested  to  work  with  British 
Companies  wishing  to  expand  their 
business  into  this  new  and  exciting 
developing  market 

if  interested  please  write  to  our  London  office: 
MEBC  Ltd 
Suite  A, 

48,  Berkeley  Square, 

London  W1X  5DB 

Telephone:  01 71  -498-9900 
Fax:0171-493-2062 
Email:  thfrontrm@aol.com 


For  sale  on  Cote  d'Azur  near  Nice 

Large  shop  ■ 1 ,250sq.m.  ■ Professional  stationers  and 
wrapping  equipment  ■ Disposable  crockery  ■ Fixtures 
and  fittings  ■ Healthy  business  in  progress  without  debt 

Fax  00  33  4 93  48  22  49 

BUSINESSES 

WANTED 


Suhsumiul  Priuie  Company 
sceLs  inicn.^nniilcoinple\ 
cunipon)  for  Jt-qui-iiuon 
lip  in  £!  5 m. 

Property  lntevuneni  portfolios  are 
ulviol  particular  interest. 


I Call  the  U.S.  from:  I 

20ft 

Germany... ., 

2!<t 

Italy..... 

....25e 

7Jtf 

U.K. 

16t 

Instart  Activation 
Hber-Optic  Networks 
Itemized  6-Seoond  Biffing 
Ideal  fix  Home,  Office, 
Hotels  and  Mobile  Phones 

Agent  fnqtaries  Invited 

Tel:  1J206.376.195S 
Fax:  1.206376.1959 

417  Second  Avenue  IWssf 
Seattle.  WA  98119  USA 
wvnvJsallback.com 
Email:  info9kalfoack.com 


gncetgT7»rohOTaptatea»edlntatati^tete 
uh  of  oftahore  coropmle*.  tnaw  and  othw 
■tnntaros  to  BdhiMe  btab  posaaal  and  eotperate 
tauMvfc^vtaxItontaWritaprivtaJlf- 

Ute  hxxxpenta  In  AIL  oltehoro  furMrf««nd 

OBkrtd  port  baxpsaoen  aanhaa  - pteateoaay 
■ndltatataHtew*. 

international  company 

SERVICES  LIMITED 
Tie  Offshore  Professionals 
www.ICSLoom 


IRELAND E22S 

ISLE  OF  MAN £250 

□OHBUCA USS350 

TCI USS450 


IRELAND 

Tel: + 353 1661  8480 
Fax: + 3531  661  8493 
E-mail:  irl@lCSL.com 

ISLE  OF  MAN 
Tel: + 44 1624  801801 
Ftix:  +44 1624  601800 
E-mail:  iomeiCSL.com 


Turn  our  expertise 
into  your  export  ease 

Whether  you  are  a firM-timer  or  a cst&bKsiKd  exponet  make  die 
Cortnmwu  Exports  WfeWtt  yourfiiw  pan  rfcall  fordewdojmigexpon 
tlptegy  sod  overseas  ute  leads  and  contacts. 

Export  tnmTIigcnce  sons  here: 

^.UaSI  www.dti.gov.uk/ots/ 


DO  YOU  HAVE  PROBLEMS  WITH  ONEROUS  LEASES 
UNDER  THE  NEW  ACCOUNTANCY  RULING? 

We  are  a stibatantM  property  qwnpany  wHhateatwaf 
pfotesslonaia  that  can  asaiat  you  wtm  your  non-pnrfonrang  aasota. 

PlBisetBtdynconlVlencata 

Tlaf3>^tTian.Bi»B8317.Bnatcttl  Times.  OMSoutftiBifc  Bridge.  tjndonSEtBHL 


0800  097  5140 


LEGAL  NOTICE 


LOWLINE  LIMITED 

ffUMiiittoiirin  BMW 

NmiritaiMK  SNpn 
TatedtaltaincM 

DU*  al  taatannea  d |m  Atatasawe  BKtniic 

numrirn 

N«e  d iffmar.  Ragal  B*nfc  of  bnrite 

MQU&DWD  COCK  te 

JOHN  BOSON  UUS 

jMAtemsiKBecmn 

WceWfa  aa  360  tad  Sb23J  ql 

rVirr  ■ ■ ifcuijiCnopnx  No  1 Imtataia, 


To  Advertise  Your 


Legal  Notices 

Please  contact 
Melanie  Miles  on 
Tel:  -CA  171  S73  3349 
Fax:  +44  171  873  3064 


Retained  agents: 
SMITH  MELZACk 

Alan  KJeinman: 
0171  393  4000 
Tax:  0171  393  4U4 

Sack  vUk  Howe  40 
Pkxadilly  W1V  0HQ 


Hondson  Investor  in 
'mteracllve  digital  hiage 
content  sector  seeks 
creative  media 
production  compcmy  for 
ocquisition/buy-*V 
sliategta  afflance. 

inletiSBTed  parties  from  vldec-ffim 
p/pfoduclicn.  mutinied  la. 
ffcn  atchlve.  news/commercial 
Ftftoto  production  agenev/riuefio. 
visual  cordent  producers  etc 
please  contact 
Box  EKGW.  Hnanctal  Times. 
One  Soulhwaric  Bridge. 
London  SEl  9W. 


COMPANY 

NOTICE 


IflCO 

INCO  LIMITED 

Notice  of  Record  Date 

NOTICE  IS  HEREBY  GIVEN 
THAT  March  iB,  1990  has  been 
fixed  as  the  record  date  lor  the 
determination  of  ihe  holders  of 
Common  Shares,  Series  E 
Preferred  Shares  and  Class 
VBN  Stores  who  are  entitled  to 
notice  ot  the  Annual  and  Special 
Meeting  ol  Shareholders  of 
INCO  LIMITED  to  be  held  on 
April  28, 1969. 

Dated  March  1. 1999. 


S.F.  Felnef 
Secretary 


n'  ***  -Lr*;*'  T . • 


CHRISTIE  &•  C2 


I NTERN  ATIONAL 


I South  Africa  ||  Clstrai.  Paris  | 


Hotel,  Cat®  Town 

* Bonriipic  LQ  (wurtwitfe 

• S individual  taiory  ttntes.  Split 
kvel  tteiag  rooro,  temge. 


Mi  Office  RefWFTtS 

444(0)1712270747 


Hotel,  Siaur 

• Purpose  bmll  bndffide  hotel 

• 67  bedrooms  iochxfing  10 
bungalows.  Rreori  style  opcnoiDn. 

- Roceptim  lounge,  brerictet  room, 
bar. 

Offers  in  the  kecion  of 
£UQ0#W  FREEHOLD 

London  Office  BeffUFTil 

+44  (0)  171 227  0747 


3 Stax  Hotel 

■ 36  eo  suite  bedrooms. 

• RecqrooH.  bn;  2 breakfast  rooms. 

• Centrally  srtnated.  Ait  Dcca  ityk 

|||pwg|iwil 

26  MILLION  FFr  freehold 

Pans  Office  Ref  86IFTI0I4 

+33(0)143129880 


||  South-West  Fr.-\ncu  I 


3 Star  Hotel  Residence, 
Biarritz, 

■ 71  eo  suite  botiday  flats. 

• Dining  room  1 801,  fnacaoo  room 
(]80),  2 meeting  rooms. 

■ Swimming  pool.  Morns  com  and 

full  leisure  fadbues. 

40ieiLuori  FTs  nsxaau) 

Paris  Office  Kef  finfFTIOZi 

+33(0)143129880 


Cmr'stie  & Co  International  Offices: 
London  • Frankfurt  * Paris 


[marquee  hire  business 

Suhnumia]  prcliuHe  repeal  Nnuio.5 
»-  Over  100.00(1  *jii_  of  canvas 

> Spun,  fnm  10  io  SU  n 

> Also  inctiKtes  ctaleiy  & Imcn  bin: 
profit  cexDr: 

>■  CuwdaaHr  Kope  for  eipandoa 
und  frandiawg 

p 

Fax:  01303  874797 


Well  eatabHsbed  pdatfaag 
company  In  growth  niche  . 
markris  seeks  merger  or.  sale-- 
Modem  well  equipped 
■ facilities,  can  undertake  aD 
types  of  ortgbiallon.  printing, 
finishing-  Close  to 
M25/M11/M1.  . 

Reply  Box  B8315 
Hnarumj  Threia,  . 

One  8oatlouadE. -Bridge, - 


For  Sale 

■ Turnover  approximately  £25  million  per  annum 

■ Based  South  of  England 

■ Successful  historic  trading  and  enviable  reputation 

■ General  building,  refurbishment  and  new  build 
contracts  up  to  £3  million 

■ High  level  of  repeat  business  and  excellent  future 
prospects 

■ Renowned  for  working  on  specialist  and  landmark 
projects 

■ Strong  maintenance  division  with  high  growth  potential 

■ Freehold  head  office  in  a regional  centre  with 
considerable  scape  for  expansion  or  development 

■ Retirement  sale 

RO.  Box  B6318,  Financial  Times,  One  Southwark  Bridge. 

London  SEl  9HL 


Thermosetting  and  Thermoplastic 
Mouldings  Manufacturer 

The  Joint  Administrative  Receivers  seek  offers  for 
all  or  part  of  the  business  and  assets. 

Produces:  components  and  assemblies  for  the 
automotive  industry;  technical,  structural  and 
visual  components  for  the  electrical,  financial  and 
general  engineering  industries;  structural 
components  for  the  mass  transit,  switchgear,  food 
and  engineering  industries. 

• Appropriate  quality  approvals 

• Established  dient  base 

• Trades  from  own  freehold  premises  in  South 
of  England 

• Turnover  to  September  1998  was  £8.7  million 

For  farther  information,  please  contact 
Eddie  Blackwell  or  Martha  Thompson  at: 
BDO  Stoy  Hayward. 

Bowman  House,  2-10  Bridge  Street 
Reading,  Berkshire,  RG I 2LU 

Telephone:  01 18  925  4440  IRQQ 
Fax:  01 18  925  4471  1 


BDO  Stay  Hayward 

Corporate  Reo»«y 
ond  IroTKenr,' 


For  Sale 

CHEMICALS  BUSINESSES 

Northern  England 


■boss  core  activity  b in  cftuuca! 
araf  special  wastes. 


EA  tensed  ♦ T/0c£1.3m 


Chrstopiier  Gregory.  Vita:  Corporate  Firarrcc,  PO  Box  404 
Syron  Hsjsc.  1C."I2  Kennedy  Street.  Manctiecter  !.*6C  3'JT 
TEL:  01  s;  235  5375  E-MAIL:  viu!fiii'?CO.TipUSSf\,o.som 
Vital  Corso-.i:*  Fi;i;!n:o  bs  ,1  c'lvision  ot  OASIS  Ltd  reeuiated  bv  lee  SFA 


Motion  Control  Equipment 
Manufacturer/Distributor 

west  Midkaxis  Motion  Control  Equipment  Manufacturer  & 

Distributor  serving  the  industrial  Automation  Industry 
seeks  a buyer/Jcrint  venturer. 

T/O  £1 2m  (exports  40%). 

Active  development  proggnme  InctucSng  unjque  products. 

Enpiines  to:- 

PH1LIP  TAYLOR  al  BAKER  & CO,  Chartered  Accounums 
Td:  01922  633666  E-aa3:  pte^bgMranJcadaMoajtauk 

INDUSTRIAL  CHEMICALS 

Company  manufocturing  & martcetng  maintenance  chemicals  to 
Local  Authorities  & Industry  ie  degreasers,  floor  poiches.  detergents. 
* Wei  estobSsned 
* Based  m the  MuflcnOs 
+ T/OE6Q0K  ..  Grass  Profit  £420.; 

Offers  on  S2S0K 

Apply  m confidence  to  the  Chairman 
Box  663 U.  Rneridal  Tmes.  One  Souttvwark  8ndge.  London  SEl  9HL 


Exmoor  National  Park 
Dunster,  Somerset 

Grade  □ Listed  Georgian  Town 
Boom  Uotd.  si  Lulled  in  Ibe 
centre  of  tbc  village  of  Dunster 
6 Jelling  bedruuoK. 

Owners'  accuimDodaDoo. 
JuareK1  rtaUnnanr  and 
icsidcnrial  license*.  Esutrinhed 
business  wuti  great  poirnun]. 

For  sale  by  Public  Auction 
on  16lii  ApriL  1999 
Guide  PrteKJErSjOOO 
Apply:  101392)  493101 


ENGINEERING  CO. 
ESSEX 


•Well  managed  T-flgh  Tectr 
precsion  engineering  Co. 
•T/O  oil  5m 

•Stable,  very  profitable  business 
•Ideal  to  add  to  Eng.  Group 
or  suit  M.B.I. 


INVESTMENT  PROPERTY 

5nu*ted  in  ihe  West  Macflands  wtdia  | 

floor  m>  ol  50.891  squra  feet  on  a 

ute  ol  2.93  KH 

• The  property  comprise*  an  office  j 

budding  wbb  * number  ol  industrial , 
units  to  dte  rur  I 

• Current  rental  income  of  j 

JOprtnifTUtrfY  £t1(XQ00  w*h  60%  , 
occupancy  i 

Ofim  ttMied  - for  further  drtaifo 

pcincdpd*  only  apply  to  > Bar  No  C975 

CbufU  Adrertoing. 

26  london  Road. 

Coy*. 

Essex.  RM17  5XT 


Turn-key  international 

trading  operation  for  safe 

Due  lo  restructuring  of  an  Wl  group 

■ trading  operation  cat  be  sqipBed  to 
wy  industry  looking  tor  value  added 

■ fiscally  very  advantageous 

• ftedste  & Y2X  compatible  software 

■ experienced,  muto-tanjuri  (earn 

* located  m a fftajor  oty  m Switzerland 

For  further  details  can 

tel.  ++41  22  741  18  45 


MANAGEMENT  & TECHNOLOGY 


FINANCIAL  TIMES  TUESDAY  MARCH  2 IW 


MANAGEMENT  CORPORATE  HEADQUARTERS 


Uneasy  lies  the  company  head 


Tony  Jackson  on  a 

report  that  sees  HQ 
having  to  keep  pace 
with  changes  in  the 
outside  world 


■n  The  nature  of  the 
BLjtJ  corporate  headquarters  is 
■ rtJ  something  of  a hot  topic 
these  days.  In  part,  this  is  a natu- 
ral result  of  all  those  mega- 
mergers.  Where  should  the  com- 
bined head  office  be?  Whom 
should  it  contain?  Should  it  be 
like  the  old  HQ  of  company  A.  or 
company  B.  or  neither? 

But  there  is  also  underlying 
uncertainty  about  what  the  head 
office  is  for.  Throughout  corpo- 
rate history,  there  has  been  natu- 
ral tension  between  the  desire  to 
centralise  and  to  decentralise. 
And  with  the  rise  of  networked 
technology,  the  number  of  func- 
tions that  can  be  handled  either 
way  has  risen  sharply. 

Not  only  is  the  purpose  of  head 
office  unclear,  so  is  its  effective- 
ness. According  to  a report  on 
head  office  design*,  not  a single 
company  among  those  surveyed 
claimed  to  be  able  to  measure 
systematically  the  value  and 
effectiveness  of  what  head  office 
did. 

This  is  a rather  startling  find- 
ing. According  to  the  study,  some 
executives  argued  that  the  issue 
was  too  complex  and  political  to 
be  worthwhile.  Commonsense 
might  also  suggest  tbat  if  the 
company  is  doing  well  overall, 
head  office  is  doing  its  job. 

But  as  the  report  points  out, 
that  does  not  logically  follow.  It 
could  be  that  the  business  units 
are  performing  well  in  spite  of 
bead  office  meddling. 

What  conclusions  can  be 
drawn  on  how  best  to  design  an 
HQ?  The  Conference  Board's 
report  surveyed  a total  of  89  large 
companies  in  the  US.  Europe  and 
Asia.  It  also  reviewed  the  man- 
agement literature  on  the  topic. 
Some  of  the  findings  are  unre- 
markable: others  are  a surprise. 

First.  85  per  cent  of  the  compa- 
nies surveyed  bad  reorganised 
their  head  offices  at  least  once  hi 
the  1980s.  The  main  reason  given 
was  the  need  for  greater  speed, 
presumably  as  a result  of 
increased  competition. 

One  result  seemed  to  be  a 
degree  of  complacency.  Compa- 
nies were  asked  how  good  their 
head  office  was  at  adding  value, 
compared  to  the  competition.  For 
instance,  how  good  was  it  at  pro- 
viding leadership?  Above  aver- 
age. according  to  87  per  cent  of 
the  sample.  And  this  was  from  a 
group  of  companies  that  bad  no 
objective  means  of  assessing 
head  office  performance. 

However,  the  report  makes  a 
stab  at  objective  measures  of  its 
own.  First,  it  ranked  the  compa- 
nies by  how  well  they  were  man- 
aged. using  two  criteria:  their 
return  on  assets,  and  their  credit 
rating  with  Standard  & Poor's. 

Welt-managed  companies,  it 
appears,  displayed  certain  com- 
mon characteristics.  First,  the 
head  office  was  small:  2 per  cent 
or  less  of  total  group  headcount. 
At  ABB.  the  Swiss-Swedish  engi- 
neering group  and  one  of  five 
companies  the  report  analyses  in 
detail,  the  aim  is  for  head  office 
expenses  not  to  exceed  1 per  cent 
of  the  corporate  total. 

There  were  variations  within 
this.  Financial  service  companies 


were  more  likely  to  have  more 
than  2 per  cent  of  personnel  at 
head  office.  Royal  Bank  of  Can- 
ada has  a corporate  staff  of  5,000, 
while  the  much  larger  Shell  has  a 
corporate  centre  numbering  just 
150.  Perhaps  surprisingly.  North 
American  companies  were  more 
likely  to  have  big  bead  offices, 
compared  with  European  ones. 

Second,  all  well-managed  com- 
panies had  reorganised  their  HQs 
significantly  in  the  1990s.  Certain 
functions  had  been  strengthened: 
business  development,  procure- 
ment, and  the  exchange  of  know- 
ledge and  best  practice. 

And  the  less  well-managed 
companies?  Again,  they  tended  to 
have  reorganised  their  head 
offices.  But  they  were  more  likely 
to  have  done  so  only  on  the 
arrival  of  a new  chief  executive. 
Their  main  motive  was  negative: 
to  make  the  corporate  culture 
less  bureaucratic  and  inflexible. 

The  report  does  not  present  an 
ideal  model  to  which  all  head 
offices  should  conform.  Instead, 
it  makes  a fundamental  point: 
that  the  nature  of  the  bead  office 
evolves  through  the  life  cycle  of 
the  company. 

Drawing  on  work  by  Larry 
Greiner,  a US  academic,  it  posits 


six  stages  of  evolution.  First  is 
the  start-up.  where  the  company 
is  run  by  the  founder  and  head 
office  does  not  exist.  Then  comes 
the  stage  in  which  the  company 
is  run  tightly  by  a leader,  backed 
by  a small  central  team. 

And  so  to  stage  six.  a kind  of 
virtual  corporation  in  which  head 
office  represents  a small  and  flex- 
ible elite.  Each  of  the  earlier 
stages  ends  in  crisis:  stage  one 


the  use  of  information  technol- 
ogy. points  to  a more  lateral, 
team-based  organisation,  with 
decision-making  being  pushed 
downwards. 

As  the  report  comments,  many 
managers  find  the  latter  idea 
hard  to  accept.  Their  instinct  is 
towards  strong  central  authority 
and  defined  corporate  purpose. 

Perhaps  it  need  not  be  that 
way.  Bridget  Skelton  of  PA  Con- 


Royal  Bank  of  Canada  has  a corporate  staff 
of  5,000,  while  the  much  larger  Shell  has  a 
corporate  centre  numbering  just  150 


when  professional  management 
is  needed,  stage  two  when  top- 
down  control  proves  too  restric- 
tive and  so  forth. 

The  report  raises  one  conten- 
tious issue  which  it  does  not 
claim  to  resolve.  This  is  the 
two-way  pull  between  centralis- 
ing and  decentralising  tenden- 
cies. On  the  one  hand  is  a group 
of  forces  calling  for  greater  stra- 
tegic directiou  from  the  centre. 
On  the  other  is  the  need  to  stick 
close  to  the  customer.  That,  and 


suiting,  a student  of  corporate 
structures,  points  out  that  these 
days,  centralising  need  not  be  a 
matter  of  power-grabbing. 

A shared  services  centre,  for 
example,  brings  Logether  certain 
functions  of  the  business  units 
under  one  roof.  But  it  will  exist 
on  the  fringes  of  the  organisa- 
tion, rather  than  at  head  office. 
And  if  it  fails  to  deliver,  it  risks 
losing  business. 

But  the  opposing  forces  remain 
highly  complex.  As  Ms  Skelton 


remarks,  consider  the  advent  of 
the  euro.  Companies  may  now 
give  a lot  of  autonomy  to  their 
German  or  Spanish  operations 
because  their  products  are  priced 
in  local  currencies. 

Suppose,  though,  that  the  euro 
brings  the  pricing  transparency 
and  consistency  we  are  promised. 
Will  companies  then  take  pricing 
policies  back  to  the  centre? 

Some  will,  presumably,  and 
some  will  not.  Either  way.  some 
will  get  it  wrong,  and  have  to 
backtrack.  As  the  report  puts  it 
headquarters  design  is  entering  a 
new  period:  and  one  of  its  main 
characteristics  will  need  to  be  the 
capacity  to  change  as  fast  as  the 
outside  world  does. 

Organizing  for  Global  Competi- 
tiveness: The  Corporate  Head- 
quarters Design.  66  pages,  price 
$30  to  Conference  Board  members. 
$120  to  non-members.  For  copies, 
p/tone  ITS  212  339  0345.  fax  212 
960  7014,  or  e-mail  orders*  confer- 
ence-boord.org. 

The  Conference  Board  is  organ-  • 
ising  senior  executive  seminars  on  \ 
the  report  in  London,  Stockholm,  i 
Frankfurt  and  Paris  from  March 
9-17:  e-mail  brusselstd  conference-  : 
board.org.  I 
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Palm  Pilot 
keeps  an  advance 
in  hand 

3Com  has  launched  the  latest 
models  in  its  family  of  Palm  Pilot 
personal  organisers.  The 
company  hopes  these  latest 
additions  - the  Palm  V,  right,  and 
Palm  lllx  - will  ensure  continued 
success. 

New  features  in  the 
Palm  V include  a synchronisation 
cradle  that  automatically 
recharges  the  battery.  The  Palm 
lllx  is  designed  for  use  in 
corporate  environments  and 
provides  has  improved  storage 
capacity  and  durability. 

Both  models  feature  advanced 
liquid  crystal  display  screens, 
which  3Com  says  improve 
contrast  and  clarity. 
Recommended  prices  for  the 
Palm  V and  Palm  lllx  are  S449 
and  S369  respectively. 

The  hand-held  computer 
market  is  experiencing  intense 
competition.  Devices  using 
Microsoft's  CE  operating  system 
have  made  in-roads  into  a 
market  dominated  by  Palm  Pilot 
and  Psion. 
www.3com.  com 

WebPAD  allows 
internet  access 

Cyrix,  the  US  chip  group,  has 
developed  WebPAD,  a new 
hand-held  unit  to  give  access  to 
the  internet,  writes  Christaphe 
Jakubyszyn. 

The  WebPAD,  based  on 
technologies  from  National 


Recharges  Itself:  the  Palm  V is  a 
weapon  in  3Com's  handy  armoury 

Semiconductor  and  on  the 
MediaGX  highly  integrated 
processor  from  its  Cyrix 
subsidiary,  will  work  much  like  a 
DECT  cordless  telephone,  linked 
by  wireless  to  its  base  station 
transceiver  connected  to  any 
telephone  line. 

It  will  offer  a IQin  LCD 
touchcreen  to  surf  the  internet,  to 
read  and  to  send  e-mail  or  to 
chat  online,  without  the  need  for 
a PC  or  a television. 

Cyrix  has  made  specifications 
of  its  prototype  WebPAD 
available  to  computer 
manufacturers  by  means  of  a 
no-fee  licence. 
www. cyrix.com 

PCs  boast 
cool  feature 

Siemens  Computer  Systems  has 
launched  new  PCs  for  the 
European  business  computer 
market.  The  new  four-model 
Scenic  series  is  built  around 
custom-designed  Siemens 
motherboards. 


These  feature  a number  of  new 
functions  including  system 
monitoring,  internal  USB  port  for 
chipcard  readers  and  capabilities 
to  support  the  next  generation  of 
Pentium  111  processors  up  to 
speeds  of  500MHz. 

Thermal  management  is  also  a 
new  feature:  a mufti-level 
management  system  based  on  a 
new  Siemens  microcontroller  and 
a single  internal  cooling  fan.  This 
regulates  processor  and  power 
supply  temperature  using  a 
special  hood  to  direct  airflow  as 
required,  removing  the  need  for 
separate  processor  and  power 
supply  fans. 

In  addition,  optional  insulation 
on  the  hard  disk  unit  and 
insulating  mat  for  die  front  panel 
make  the  Scenic  600  and  800 
models  almost  silent. 
www.siemens.co.uk/cs 

Guard  against 
misuse  and  abuse 

Alerts,  a powerful  weapon 
against  fraudulent  or 
unauthorised  use  of  corporate 
computer  systems,  will  be 
launched  worldwide  on  Friday  by 
Categoric,  the  Anglo-American 
software  company. 

The  software  package  sits  on 
existing  IT  systems  and  can  be 
tailored  to  monitor  the  risks 
highlighted  by  an  organisation. 
writes  Brie  Russell. 

It  analyses  the  information 
moving  in  and  out  of  a computer 
and  compares  it  with  a 
predetermined  set  of  rules.  Any 
operation  deemed  illegal  is 
notified  automatically  to  j 

management  by  e-mail,  mobile  1 


telephone,  pager,  fax  or  web 
site. 

Categoric,  previously  known  as 
Computable,  claims  Alerts  is  the 
first  stand-alone,  business-wide 
detect  and  alert  system. 

The  software  can  be 
incorporated  into  most  business 
data  systems  and  can  access 
popular  personal  office  tools 
such  as  Microsoft  Word  and 
Excel,  relational  databases  and 
data  warehouses. 

In  banking,  for  example.  Alerts 
could  monitor  movements 
between  trading  accounts  over  a 
certain  sum.  check  totals  over  a 
given  period  of  time,  or  report 
transfers  to  unauthorised 
accounts, 
www.  ca  tegoric.  com 

BT  to  sell 
e-mail  phone 

British  Telecommunications  is  to 

(have  Cot  ohe\ 

IN  ANTIC3UE  PINE?  J 


start  selling  the  first  UK  e-mail 
phone,  the  Easicom  1000. 

Largely  inspired  by  the  last 
generation  of  French  Minitel,  it 
will  allow  anyone  to  send  and 
receive  e-mail,  send  faxes  and 
go  e-shopping. 

Easicom  1 000  will  not  offer 
world  wide  web  access,  but  it 
wifi  allow  travel  reservations, 
home  banking  operations,  and 
the  ordering  of  books  and  CDs 
through  specific  outlets. 

The  cost  of  sending  an  e-mail 
will  be  about  20p,  with  offline 
e-mail  composing  and  reading. 
With  this  basic  internet  device  BT 
aims  to  reach  the  UK  household 
that  either  will  never  buy  a PC  or 
wants  another  e-mail  access  in 
the  house. 
www.hf.com 

Christopher  Price 

Tim  Jackson's  column  resumes 
next  week. 
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^people  on  the  move 

O’Neill  to 

head  Molson’s 

North  American  JJs; 

brewing 


Motson,  Canada's  largest 
brewing  company,  has  gone 
outside  the  industry  to  appoint 
Daniel  J.  O’Neal  executive 
vice-president  and  chief 
operating  officer  of  its  North 
American  brewing  division. 

O'Neill,  47,  was  previously  an 
executive  vice-president  at 
H J.  Heinz,  the  US  food  group, 
and  served  as  president  and 
chief  executive  of  its,  Star-Kist 
Foods  division,  the  leading  US 
canned  tuna  company. 

His  appointment  comes  as 
Moison,  the  oldest  beer  maker  in 
the  country,  is  struggling  to 
reverse  a decade  of  declining 
profits  and  shrinking  market 
share,  its  sales  have  been 
notably  stagnant  in  the  US, 
where  Its  Canadian  rival  Labatt 
brewing  has  recently  surpassed 
Moison  in  sales. 

James  Arnett,  president  and 
chief  executive  of  Moison,  said 
O'Neill  had  a strong  track  record 
in  the  food  and  consumer 
packaged  goods  businesses  and 
"a  recognised  talent  for 
increasing  productivity  and 
profits  while  growing  established 
brand  names". 

He  will  have  plenty  of 
challenges  ahead.  Molson's 
share  of  the  Canadian  market 
has  also  been  declining  and  it 
has  lost  customers  both  to 
Labatt  and  to  an  array  of 
speciality  brewers  that  have 
popped  up  across  the  country. 

The  company  has  ended 
unsuccessful  efforts  to  diversify 
into  retailing  and  other 
businesses,  and  recently 
recommitted  itself  to  the  brewing 
industry  by  spending  C$1  bn 
($600m)  buying  back  the  50  per 
cent  of  Moison  Breweries  that 
was  owned  by  Foster's  of 
Australia. 

Speculation  is  also  mounting 
that  Moison  might  sell  the 
loss-making  Montreal  Can  ad  tens 
hockey  franchise,  the  most 
; famous  sports  team  in  Canada 
The  company  last  year 
abandoned  its  sponsorship  of 
Hickey  Night  in  Canada  the 
country's  most-watched  hockey 
broadcast  Labatt  quickly  moved 
in  to  snap  up  the  deal, 

Edward  Aider,  Toronto 

Wissmann  joins 
Washington  firm 

Matthias  Wissmann,  the 
treasurer  of  .Germany's  CDU 
opposition  party  and  a former 
transport  minister,  has  become  a 
partner  of  the  Washington  law 
firm  of  Wilmer,  Cutler  & 

Pickering,  in  one  of  the  most 
dramatic  attempts  yet  by  US 
lawyers  to  export  their  regulatory 
expertise  to  Europe. 

The  firm  is  currently  best  1 
known  in  Europe  for  its  role  in 
representing  the  Swiss  banks 
when  they  were  sued  in  the  US 
over  their  alleged  confiscation  of 
assets  belonging  to  holocaust 
survivors.  It  is  now  working  for 
several  German  companies  being 
sued  over  iheir  use  of  slave 
labour  during  the  second  world 
war. 

It  hopes  that  Wissmann.  49, 
will  add  extra  clout  to  its  network 
of  offices  in  Europe,  which 
already  includes  practices  in 
London,  Brussels  and  Berlin. 

Wissmann  has  been  a member 
of  the  German  federal  parliament 
since  1976,  but  practised  law 
until  he  became  a minister  six 
years  ago.  As  a minister  he  had 
to  work  on  several  issues  that 
could  be  vital  to  regulatory 
lawyers,  including  the 
liberalisation  of  truck  transport, 
and  the  partial  privatisation  of 
Lufthansa,  the  German  airline. 

Senior  lawyers  at  Wilmer  Cutler 
make  it  clear  they  believe  Europe 
could  be  a big  market  for  them, 
pointing  to  the  lead  that  Brussels 
is  already  taking  in  privacy 
issues,  and  to  the  difficulty  some 
US  mergers  have  had  in  gaining 
EU  clearance.  Several  US  firms 
have  already  established 
significant  mergers  and 
acquisitions  practices  in  Europe, 
but  Wilmer  Cutler  hopes  to 
establish  itself  "at  the 
intersection  of  business  and 
policy". 

John  Authors,  New  York 

Changes  at 
0M  Gruppen 

Lars  Bredin,  president  of  the 
Stockholm  stock  exchange,  is  to 
stand  down  as  part  of  a 
management  reshuffle  by  OM 
Gruppen,  the  company  that 
operates  the  equity  and 
derivatives  exchanges  in  the 
Swedish  capital. 

Bredin,  62.  will  in  future 
undertake  special  assignments 
for  OM's  group  management. 

He  will  be  succeeded  by  Carl 
I Johan  Hog  bom.  41,  currently 

executive  vicepresiderrt  of  the 

bourse. 

Bengt  Ryden.  chairman  of  the 
Stock  exchange,  said  there  was 
nothing  controversial  about  the 
changeover  - adding  that  Bredin 
had  signalled  his  intention  to 
retire  some  lime  ago. 

OM  Gruppen.  meanwhile,  said 


It  was  creating  a new  fixed;; 
income  exchange  by  merging  -- 
Stockholm's  bond  exchange  and  - 
its  fixed  income  activities. 

Simon  Nathanson,  38.  has 
been  named  president  ofthe'—£ 
new  OM  Fixed  Income 
Exchange.  . - . ■ - - 

OM  has  become  the  largest  ' 
exchange  operator  in  the  Nordic 
region,  forging  equity  trading 
alliances  between  Stockholm  and 
Copenhagen  and  derivatives  - 
tie-ups  with  Helsinki  and  Oslo. 
77m  Burt,  Stockholm 

New  career  for 
Honegger  at  UBS 

Has  UBS,  Europe's  biggest  bank, 
found  its  next  chairman?  The  - 
appointment  to  the  UBS  board  of 
Erich  Honegger,  a Swiss 
politician  and  head  of  finance  for 
the  Canton  of  Zurich,  has  raised ' 
eyebrows  in  Zurich,  Switzerland's 
financial  capital. 

Honegger,  52,  whose  father 
was  a well-known  Swiss 
politician,  is  a leading  figure  in 
Zurich's  FDP.  the  centre-right  , 
party  of  big  business.  His 
appointment  is  a surprise  riot 
only  because  of  his  lack  of 
business  experience,  but  also 
because  his  party  has 
traditionally  been  associated 
more  closely  with  Credit  Suisse. 
UBS's  main  political  rival. 

Honegger,  who  retires  in  May 
after  20  years  in  cantonal 
politics,  is  the  first  new  director 
since  UBS's  merger  with  the 
Basle-based  Swiss  Bank 
Corporation  last  summer.  He  will 
' be  the  youngest  director  and 
also  one  of  the  best-connected. 
He  will  shortly  become  chairman 
of  the  Neue  Zurcher  Zertung, 
Switzerland's  most  respected 
financial  newspaper,  arid 
SAirGroup,  parent  of  the 
country's  national  airline. 

Despite  UBS's  position  as 
Europe's  biggest  bank,  its  list  of 
outside  directors  is  far  less 
impressive  than  that  of  rival 
Credit  Suisse.  They  are  all  Swiss 
and  UBS  now  intends  to  recruit 
some  non- Swiss  directors. 
However,  the  internationalisation 
of  the  UBS  boardroom  was 
delayed  by  last  October's  abrupt 
departure  of  Mathis 
Cabiallavetta,  its  chairman,  who 
was  ousted  following  heavy 
losses  in  global  equity  derivatives 
and  hedge  fund  investments. 

After  a fruitless  four-month 
search  for  a successor.  Alex 
Krauer,  67,  a UBS  vicechairman 
and  chairman  of  Novartis,  the 
Swiss  bioscience  group,  was 
persuaded  to  accept  the  job  until 
early  2002.  By  then  he  should 
have  groomed  a successor. 

Marcel  Ospel.  49,  UBS's  chief 
executive,  could  be  a contender. 
Alternatively,  UBS  may  have 
recruited  an  international  figure. 
William  Hall,  Zurich 

Hoiness  leaves 
Storebrand 

Storebrand,  Norway's  leading 
insurer,  has  announced  that  Paul 
Hoiness  has  decided  to  resign 
immediately  as  head  of  life 
insurance,  Its  largest  business, 
following  a disagreement  with 
management  over  a 
reorganisation  of  his  area. 

Storebrand  revealed  plans  last 
week  to  split  the  private  financial 
services  (PFS)  market  within  its 
life  insurance  business  into  two 
areas,  product  and  distribution, 
effective  immediately.  Hoiness. 

37,  had  been  working  with 
Storebrand  for  four  years.  Espen 
Kfitzing,  35,  will  leave  his  post 
as  executive  vicepresident  of 
business  development  to  replace 
Hoiness  and  assume 
responsibilities  for  the  product 
arm  of  PFS.  Kai  Henriksen,  42, 
will  take  over  PFS  distribution, 
and  continue  his  current  position 
as  president  of  the  company's 
private  banking  unit,  Storebrand 
Bank. 

Both  KJrtring  and  Henriksen  will 
join  as  new  members  of 
Storebrand's  executive  team.  The 
shake-up  comes  in  the  same  ■ 
week  as  Storebrand  announced 
plans  to  create  the  leading 
Nordic  property  and  casualty 
insurance  company  together  with 
Skandia.  a Swedish  Insurer.  The 
two  companies  aim  to  create  a 
Stockholm -based  company  with 
SKr50.8bn  ($6.2bn)  In  total 
assets  with  a 19  per  cent  share 
of  the  total  P&C  insurance 
market  in  the  Nordic  area. 

Kmit  Francke.  president  of 
Storebrand's  casualty  insurance 
unit,  will  head  the  new  P&C 
company’s  private  division  in 
Oslo,  while  Hans-Erik  Andersson 
of  Skandia  wilf  lead  the  industry 
division  from  Stockholm. 

Valena  Sk&d.  Oslo 

Fukuda  to 
Gold  Council 

The  World  Gold  Council  has 
appointed  Haruka  Fukuda  its 
new  chief  executive  officer. 

Fukuda.  52,  was  until  recently 
trice-chairman  of  Nikko  Europe 
and  a member  of  the  Council  of 
the  Nikko  Research  Centre  of 
Japan.  She  succeeds  Chick 
Hood.  "She  will  bring  a fresh 
approach  to  the  council's 
leadership,"  said  John  Willson, 
vice-chairman  of  the  organisation 
which  promotes  the  use  of  the 
metal  internationally. 
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THE  ARTS 


fe  The  wot*  thal  brought  Bacon  fame  owemigM:  Three  Studies  for  Figures  at  the 


Base  of  a Crucifixion',  1944 


Draughtsman  comes  out  of  the  closet 


Much  excitement  has  been  generated  by  the  drawings  Francis  Bacon  left  behind  but  never  acknowledged,  writes  William  Packer 


Francis  Bacon  a draughtsman? 
Who  would  have  thought  it?  The 
discover:*'  of  a great  many  draw- 
ings among  the  mass  oF  materia] 
and  detritus  that  Francis  Bacon 
left  behind  imsorted  in  his  studio 
at  his  death  in  1992  has  generated 
a certain  amount  of  excitement 
among  Baconians.  For  it  was 
always  understood  - and  Bacon 
himself  was  always  at  pains  to 
make  sure  it  was  understood  - 
that  he  never  drew.  “1  often  think 
1 should  [work  from  sketches  and 
drawings],  but  1 don't.'*  was  his 
answer  to  the  critic  David  Sylves- 
ter in  1962.  “It’s  not  very  helpful 
for  my  kind  of  painting."  Whom, 
then,  was  he  deceiving;  the  pub- 
lic or  himself? 

But  it  is  hard  to  see  what  all 
the  fuss  is  aboqL  Leaving  aside 
the  view  of  those  who  take  it  as 
self-evident  that  he  couldn't  draw 
in  any  case,  it  all  depends  upon 
what  is  meant  by  drawing.  There 
is  the  objective  study  directly 
from  life  or  nature  for  purposes 
of  information  and  understand- 
ing. there  is  the  sketch  or  pro- 


posal for  the  larger  work,  more 
or  less  finished  in  itself,  testing 
and  resolving  problems  of  compo- 
sition and  effect:  and  there  is  the 
general  toying  with  ideas,  some- 
times hardly  more  than  doodling, 
to  see  what  chance  or  the  sub- 
conscious might  throw  up.  Add 
to  that  the  long-established  con- 
vention of  regarding  anything 
worked  on  paper  as  a drawing, 
and  the  question  grows  ever 
more  tangled.  Draw’  In  the  paint, 
draw  with  the  paint,  our  art- 
school  tutors  used  to  say.  long 
ago. 

But  then  Bacon  was  never  at 
an  art  school  himself  and  had  no 
formal  training  of  any  kind.  Few 
of  bis  early  works  survive,  and 
the  transition  from  interior 
designer,  as  he  was  for  a while  as 
a young  man.  to  mature  artist 
remains  obscure  - though  what 
has  come  to  light  suggests  a 
more  sophisticated  painter  than 
was  once  supposed:  and  who 
knows  what  help  he  may  have 
had  from  his  artist  friends.  What- 
ever the  actual  case,  it  was  the 


small  triptych  of  1944.  “Three 
Studies  for  Figures  at  the  Ebse  of 
a Crucifixion",  that  caused  him 
to  wake  one  morning,  at  the  age 
of  35.  to  find  himself  famous. 

To  look  at  this  quite  remark- 
able work,  in  the  new  display  of 
seven  of  his  earlier  paintings  dat- 
ing from  1944  to  1963.  it  is  hard  to 


image  was  and  would  remain  the 
figure,  it  was  the  academic  disci- 
plines of  the  life  room  that  were 
so  conspicuously  absent  from  his 
experience.  It  was  that  objective 
study,  perhaps,  based  upon  direct 
observation  and  analysis,  that  he 
meant  by  the  drawing  he  always 
said  he  didn't  do.  that  wasn’t 


It  is  manifestly  working  material,  much  of  it 
scrappy,  tatty  in  its  present  state,  made  to 
be  used,  thought  about  and  then  discarded 


believe  that  drawing  had  no  part 
in  it  We  should  only  remember, 
perhaps.  Bacon's  circumstances 
in  the  1940s  - and  In  particular 
his  working  friendship  with  so 
knowing  an  artist  as  Graham 
Sutherland,  who  drew  and 
worked  on  paper  all  the  time. 

Bacon's  denial,  or  rather  his 
studied  dissembling  on  the  mat- 
ter of  drawing,  may  well  reflect 
the  awareness  borne  in  on  him 
then;  that  although  his  essential 


“very  helpful"  to  him.  Working 
close  to  an  artist  as  sophisticated 
as  Sutherland,  who  was  steeped 
in  just  such  academic  discipline 
yet  moving,  through  the  1940s, 
into  an  expressive  freedom 
beyond  it.  he  ivas  readily  per- 
suaded that  it  didn't  matter. 

Bacon  always  jealously 
guarded  his  expressive  freedom, 
to  improvise  and  react  spontane- 
ously in  his  work.  He  was.  so 
Sylvester  tells  us.  “extremely 


insistent,  with  all  his  talk  of  acci- 
dent and  chance,  upon  the  impor- 
tance and  value  of  sudden  and 
unexpected  events  in  the  course 
of  his  pictures'  execution.  And  he 
doubtless  feared  that  owning  up 
to  making  sketches  might  have 
lessened  the  force  of  such  talk." 
Sylvester  goes  on  to  confess, 
somewhat  wryly,  that  in  all  the 
long  series  of  conversations, 
begun  in  1962.  that  he  had  had 
with  Bacon.  “I  courteously 
refrained  from  mentioning  a 
series  of  smaU  pencil-sketches 
for  paintings  which  1 had  seen  in 
the  endpapers  of  his  copy  of  a 
paperback  edition  of  poems  by 
T.S.  Eliot.  However,  I had  been 
gullible  enough  not  to  have  real- 
ised that  these  were  but  the  tip  of 
an  iceberg." 

The  Tate  is  now  showing  the 
works  on  paper  by  Bacon  which 
it  has  lately  acquired.  The  period 
they  cover  is  roughly  consonant 
with  that  of  the  paintings  in  the 
next  room  - all  but  one,  a “Fig- 
ure in  a landscape”  of  1952,  dat- 
ing from  the  late  1950s  and  early 


'60s.  and  the  bulk  of  them  coming 
from  two  spiral-bound  sketch- 
books filled  between  1957  and 
1961. 

It  is  manifestly  working  mate- 
rial. much  of  it  scrappy,  mucky, 
often  tatty  in  its  present  state, 
made  to  be  used,  thought  about 
and  then  discarded.  One  or  two 
of  the  drawings  are  taken  a little 
further,  all  but  small  paintings  in 
themselves,  but  most  arc-  mere 
fragments  and  suggestions  made 
variously  in  Biro,  pencil  and  oil 
paint,  of  the  fleeting  idea  and 
image.  A number  or  them  relate 
directly  to  known  paintings,  but 
most  do  not.  And  why  should 
they?  All  in  all.  they  constitute  a 
fascinating  and  valuable  find,  for 
the  truer  insight  they  afford  into 
the  mind  and  processes  of  the 
artist. 


Francis  Bacon  - Works  on  Paper 
and  Paintinss:  New  Displays  1999, 
The  Tate  Gallery,  Miilhank,  London 
SW1,  until  May  2.  New  Displays 
sponsored  since  1950  by  British 
Petroleum. 


OPERA  IN  PARMA  VERDI'S  ‘LA  BATTAGLIA  Dl  LEGNANO' 


Risorgimento  sentiments  resurrected 


it  is  not  unusual  to  go  into  a 
production  of  a rarely  performed 
opera  and  emerge  understanding 
why  the  work  gets  so  little  atten- 
tion. While  this  might  have  been 
die  case  with  Verdi's  La  battcglia 
di  Legnano  at  Parma,  the  audi- 
ence in  this  north  Italian  city’  can 
at  least  boast  that  the  work's 
political  undercurrent  is  as  fresh 
^ today  as  it  was  when  Verdi  com- 
posed the  opera. 

To  avoid  censorship.  Verdi  set 
the  opera  in  the  12th  century, 
when  Milan  and  other  Lombard 
cities  formed  the  Lombard 
League  and  finally  pushed  the 
invading  Germanic  hordes  of 
Frederick  Barbarossa  back  over 
the  Alps.  The  turning-point  in 
this  campaign  was  the  battle  that 
took  place  at  Legnano.  a small 
town  north  of  Milan. 

In  the  late  1840s,  when  the 
opera  was  written,  Milan  and 
much  of  northern  Italy  was  still 
under  Austrian  rule.  Followers  of 
the  Risorgimento  movement, 
Verdi  included,  wished  to  unite 


the  Italian  peninsula  under  a sin- 
gle independent  state,  and  under- 
stood well  that  their  success 
depended  on  a strong  sense  of 
national  unity.  The  story  of  how 
Milan  and  other  bickering  cities 
in  Lombardy  united  against  a 
common  enemy  was  therefore 
highly  suitable  for  the  time,  with 
Italy  still  made  up  of  independent 
kingdoms. 

.Although  today  there  is  no 
need  for  Italy  to  fight  off  a for- 
eign military  power,  the  coun- 
try's national  unity  has  been 
shaken  by  calls  for  independence 
in  the  industrialised  north,  tired 
both  of  Rome's  interference  and 
having  to  share  out  its  wealth 
with  a backward  and  impover- 
ished south.  One  is  therefore  left 
wondering  whether  this  staging 
of  La  battaglia  di  Legnano  was 
supposed  to  fire  nationalist  feel- 
ings Tor  a united  Italian  state  or 
for  an  independent  northern 
republic.  Either  way,  it  seems 
unlikely  that  the  opera  was  a 
casual  choice  for  the  manage- 


ment at  Parma's  Teatro  Regio. 

!t  came  as  somewhat  of  a disap- 
pointment. therefore,  that  a pro- 
duction with  such  a colourful 
context  should  fail  to  shine  over- 
all. Bound  within  a score  that 
has  more  than  its  fair  share  of 
percussion  and  brass,  the  Emilia 
Romagna  Symphony  Orchestra 
made  the  most  of  the  work’s  rare 
contemplative  moments  under 
the  precise  conducting  of  its  new 
French  music  director.  Patrick 
Fourniliier.  While  there  were 
interludes  of  high  pathos  during 
the  chorus  scenes,  particularly  in 
Act  3 when  Amigo  is  elected  as 
one  of  the  Knights  of  Death 
before  going  into  battle  on  a sui- 
cide mission,  wind  and  brass 
Instruments  sometimes  broke 
through  the  strings  in  a jarring 
way. 

Neither  Cesare  Catani's  Arrigo. 
nor  Alberto  Gazale  as  Rolando, 
managed  to  display  singing  that 
was  more  than  adequate.  This 
allowed  Fiorenza  Cedolins  to  take 
centre-stage  as  the  only  voice 


worthy  of  note  in  the  entire  cast. 
Although  Cedolins  fell  short  in 
some  of  the  fast-moving  virtuoso 
passages  required  of  her  role  as 
Lida,  the  expressive  range  of  her 
voice  was  a joy  to  hear,  particu- 
larly in  the  lengthy  high-pitched 
passages,  where  her  voice 
retained  its  control  and  took  on  a 
rare  gi ass- like  quality. 

The  entire  production  would 
have  lost  much  of  its  allure,  bad 
it  not  been  for  Carlo  Savi’s  in- 
genious sets  composed  of  high 
stone  towers,  which  were  assem- 
bled to  form  interior  as  well  as 
exterior  scenes.  Savl's  dramatic- 
ally romantic  use  of  dry  ice.  both 
on  stage  and  as  clouds  scudding 
past  a moonlit  sky.  set  the  tone 
for  the  production's  visual 
design.  There  was  only  one  draw- 
back: the  time  needed  to  wheel 
the  bulky  towers  into  position 
made  the  scene  changes  far  too 
long. 


Luciano  Chianese 
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MUSIC  IN  NEW  YORK 


for  the 
record 


Fiorenza  Cedolins  as  Lida:  the  expressive  range  of  her  voice  was  a joy 


When  major  record  labels  bother 
to  make  a new  orchestral 
recording  these  days,  chances 
are  that  it's  as  a “live" 
performance  - or  rather  the 
recorded  highlights  from  several 
live  performances,  spliced 
together  and  digitally  edited. 

Last  weekend,  the  New  York 
Philharmonic  played 
Beethoven's  Piano  Concerto  No. 

4 and  Liszt’s  Dante  Symphony 

while  simultaneously  cutting  a 
pair  of  records  for  Teldec.  The 
venue  was  the  acoustically  stuffy 
Avery  Fisher  Hall,  which  forces 
orchestras  to  “overplay".  The 
Philharmonic  thus 
over-coin  pensates  with  a bullied, 
combative  sound.  Not  what 
anyone  would  hope  to  hear  on  a 
CD. 

It's  no  secret  that  recordings 
are  cheaper  if  done  live,  and 
there  is  the  added  chance  of 
heightened  spontaneity  which 
comes  when  musicians  on  stage 
communicate  with  several 
thousand  enraptured  fans.  So 
live  recording  is  becoming  the 
norm.  Yet  when  there’s  no 
audience  present  an  orchestra 
can  play  more  lightly,  more 
airily  if  they  want,  unburdened 
with  the  work  or  projecting  to 
the  back  of  the  hall. 

In  the  Beethoven.  French-born, 
American-based  Hdlene  Grlmaud 
was  the  pianist,  and  what  more 
could  we  have  asked  for:  a 
superlative  technique;  a strong 
and  intelligently  used  left  hand; 
effective  pedaling  that  kept  her 
tone  warm,  while  the  layers  and 
counterpoint  remained  clean  and 
most  importantly,  she 
unfailingly  delivered  original, 
inflected  conceptions  of  the 
music.  Sometimes  she  was 
maddening,  for  idiosyncratic 
runs  up  the  keyboard  in  the 
third  movement,  bat  hers  is  not 
a generalised  interpretative 
style.  It  would  be  easy  to  argue 
that  she  stands,  along  with 
Kissen  and  Andsnes,  at  the  top 
of  the  undersSOs  pianists. 

The  orchestra  sounded  much 
less  splendid  than  Grimaud. 
although  Carter  Bray's  supple 
cello  solos  in  the  third 
movement  blended  handsomely. 
The  NYPO  has  never  lacked  for 
soloist-calibre  section  principals, 
but  corralling  the  whole  band 
into  a well-oiled  and  cohesive 
group  seems  a most  difficult 
task. 

Kurt  Masur.  the 

Philharmonic's  out-going  music 
director,  wasn't  interested  in  the 
subtle  or  the  pretty  Tor  Liszt's 
Dante  Symphony.  It  was  a beefy,  . 
loud  reading,  without  much 
attention  paid  to  texture,  colour 
or  clarity.  And  although  the 
contrasts  were  pale,  with  so 
much  happening  at  the  same 
level  of  pitched  intensity  and 
magnification,  there  was  serious 
high  drama.  Masur  told  a story  1 
was  compelled  to  follow,  and 
that’s  at  least  one  standard  for  a 


success. 

For  the  quasi-spiritual  finale, 
the  American  Boy  choir  / well 
trained  by  James  Litton)  was 
stationed  up  in  the  heavens  - the 
3rd  tier  balcony  - for  a proper 
celestial  effect.  For  the  final 
pages  Masur  chose  Liszt’s 
original  version,  ending  with  the 
much-preferred  mood  of  serene 
and  quiet.  Still,  it  will  take  the 
best  of  Teldec' s recording 
engineers  to  file  down  the 
Philharmonic's  tonal  edginess.  If 
only  they  could  fix  up  Fisher 
Ball  in  the  same  way  for  the  real 
“live"  audience. 


Pierre  Ruhe 


INTERNATIONAL 


Arts 

Guide 


American  painter  and  mural ist 
pioneer.  Features  125  works 
including  public  and  private  loans 
from  Europe,  Japan  and  Mexico: 
to  May  2 


AMSTERDAM 


OPERA 

Netherlands  Opera,  Het 
Muziektheater 
Tei:  31-20-551  8911 
Die  Zauberflbte:  by  Mozart. 
Conducted  by  Hartmut  Haenchen 
in  a revival  of  Pierre  AudPs 
staging  co-directed  by  Saskia 
Boddeke;  Mar  5, 8 


COLOGNE 

EXHIBITION 

WaStraf-Rjcfiartz  Museum 
Tel:  49-221-223  82 
www.  museenkoeln.cie 
Arendt  de  Gelder  (1645-1727): 
first  monographic  exhibition 
devoted  to  Arendt  de  Gelder,  one 
of  Rembrandt's  most  prominent 
pupils.  The  show  includes  58 
paintings  and  13  drawings  as 
well  as  25  graphic  works  by 
Rembrandt:  to  May  9 


Palais  des  Beaux  Arts 
Goya:  un  regard  fibre. 

Small-scale  exhibition  which 
explores  the  range  and 
pecularities  of  the  painter’s  work. 
The  50  works  on  display  include 
loans  from  around  the  world;  to 
Mar  14 


Lehnhoff,  with  sets  by  Raimund 
Bauer  and  costumes  by  Andrea 
Schmidt-Futterer.  Cast  includes 
Kim  Begley  and  Jonathan 
Summers;  Mar  3,  6 


Jun  11 


NEW  YORK 


MUNICH. 


LONDON 

DANCE 
Sadler’s  Wells 
Tel:  44-171-363  8000 
Arc  Dance  Company:  The  Return 
of  Don  Juan,  in  a new  staging  by 
Kim  Brandstmp,  stal  l ing  Irek 
Mukhamedov.  With  an  original 
score  by  Kim  Hehwog; 

Mar  2,  5 


BERLIN 

OPERA 

Deutsche  Oper 

Tel:  49-30-34384-01 
Rise  and  Fall  of  the  City  of 
Mahagonnyr.  by  Kurt  Weill, 
libretto  by  Brecht  New  staging 
by  GOnter  Kramer,  conducted  by 
Lawrence  Foster,  with  designs  by 
Gottfried  Pilz  and  Isabel  Ines 
Glathan  Mar  4 


EDINBURGH 

EXHIBITION 

Scottish  National  Portrait 
Gallery 

Tel:  44-131-624  6200 
John  fiusttin;  exhibition  exploring 
the  influence  of  the  Victorian 
critic  and  theorist  Includes 
drawings,  watercolours  and 
photographs;  to  Mar  7 


CLEVELAND 

EXHIBITION 

Cleveland  Museum  of  Art 

Tel:  1-216-421  7340 
www.dlemusart.com 
Diego  Rivera  Art  and  Revolution. 
Major  retrospective  of  the  Latin 


GLASGOW 

OPERA  _ . 

Scottish  Opera,  Theatre  Royal 
Tel:  44-141-332  9000 
The  Magic  Fountain:  by  Delius. 
Conducted  by  Richard  Armstrong 
ir,  a new  staging  by  Aidan  Lang, 
with  designs  by  Ashley 
Martin-Davis;  Mar  4,  6 


EXHIBITIONS 
National  Gallery 
Tel:  44-171-839  3321 
Orazio  Gentileschi  at  the  Court  of 
Charles  l first-ever  retrospective 
of  the  17th  century  itaTian 
painter,  friend  to  Caravaggio,  and 
Court  Painter  to  Charles  I. 
includes  a group  of  works  from 
the  Queen’s  House  in  Greenwich, 
sold  after  the  king's  execution 
and  never  seen  together  since; 
from  Mar  3 to  May  23,  then 
travelling  to  Bilbao 


CONCERTS 
Philharmonic  Gasteig 

Tel:  49-89-5481  8181 

• Bavarian  Radio  Symphony 
Orchestra:  conducted  by  Lorin 
Maazel  in  works  by  R.  Strauss 
and  Couperin;  Mar  4.  5 

• Beethoven  Academle: 
conducted  by  Christopher 
Hogwood  in  works  by  Mozart 
and  Haydn,  with  piano  soloist 
Stefan  Vladar;  Mar  3 

• Sinfonia  Varsovia:  conducted 
by  Yehudi  Menuhin  in  works  by 
Mendeissohn-Bartholdy  and  J. 
Brahms;  Mar  2 


EXHIBITIONS 

Metropolitan  Museum  of  Art 
Tel:  1-212-879  5500 
www.  metmuseum.  org 

• Masterpieces  of  Photography 
from  the  Gilman  Paper  Company: 
45  of  the  greatest  19th  century 
photographic  works  from  the 
collection;  to  May  23 

• Picasso:  Painter  and  Sculptor 
in  Clay.  Seen  last  year  at 
London’s  Royal  Academy,  this 
show  brings  together  175 
ceramic  works  by  Picasso, 
mostly  created  between  1947 
and  1962;  from  Mar  3 to  Jun  6 


and  Decorative  Arts  of  Victorian 
England.  Display  examining  the 
fascination  of  mid- 19th  century 
artists  with  medieval  society,  with 
particular  emphasis  on  the 
nascent  Arts  and  Crafts 
movement,  from  Mar  2 to  Jun  6 
• Lewis  Carroll:  photographs  by 
the  author  of  Alice  in 
Wonderland,  of  subjects 
including  the  young  Alexandra 
Kitchin,  and  the  actress  Ellen 
Terry;  from  Mar  2 to  Jun  6 


ceramics  and  drawings,  from  the 
period  between  1937  and  1953. 
Includes  loans  from  the  Picasso 
Museum  in  Paris;  to  Mar  14 


OPERA 

New  York  City  Opera,  New 
York  State  Theater 
Tel:  1-212-870  5570 


JAZZ 

PhiftarmonJe  Gasteig 
Tel:  49-89-5481  8181 
B B King:  performance  by  the 
blues  guitarist  Mar  6 


OPERA 

Opera  National  de  Paris,  Opera 
Bastflle 

Tel:  33-1-4473  1300 
wm.opem-de-paris.fr 
Macbeth:  by  Verdi.  Conducted 
by  Gary  Bertini  in  a staging  by 
PhylUda  Uoyd,  with  designs  by 
Anthony  Ward.  Cast  includes 
Jean-Philippe  Lafont  and  Maria 
Guleghina;  Mar  2, 5 


SEATTLE 

OPERA 
Seattle  Opera 
Tel:  1-206-339  7676 
www.seattleopera.org 
Vanessa:  by  Samuel  Barber. 
Conducted  by  Yves  Abel  in  a 
staging  by  Sharon  OtL  The  title 
role  is  sung  by  Sheri 
Greenawald/Ashley  Putnam;  Mar 
3.  5,  6 


NAPLES 


LILLE 

exhibition 


OPERA 

English  National  Opera, 

London  CoQseum 
Teb  44-171-632  8300 

• La  Traviata1  by  Verdi.  Michael 
Lloyd  conducts  a revival  of 
Jonathan  Miller's  production;  Mar 
2,  5 

• Parsifal:  by  Wagner. 
Conducted  by  Mark  Elder  in  a 
new  staging  by  Nikolaus 


EXHIBITION 
Museo  efi  Capodi  monte 
Mattia  Preti  between  Rome, 
Naples  and  Malta:  first  of  three 
special  exhibitions  marking  the 
300th  anniversary  of  the  death  of 
Mattia  Preti  (1633-1699),  the 
southern  Italian  painter  known  as 
Ml  Cavaliers  Calabrese’.  The 
show  emphasises  the  influence 
of  Caravaggio,  and  includes 
about  GO  paintings  and  30 
drawings  by  Preti  and  his 
contemporaries;  from  Mar  5 to 


www.nycopera.com 

• Lizzie  Borden:  by  Jack 
Beeson.  New  production 
conducted  by  George  Manahan 
in  a staging  by  Rhoda  Levine, 
mth  Phyllis  Pancetla  in  the  title 
role;  Mar  6 

• Madama  Butterfly:  by  Pucdni. 
Conducted  by  Guido  Johannes 
Rumstadt  in  a staging  by  Mark 
Lamos  first  seen  in  November, 
with  sets  by  Michael  Yeargan 
and  costumes  by  Constance 
Hoffman;  Mar  7 


TV  AND  RADIO 

• WORLD  SERVICE 
BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 
648  kHZ  (463m) 


Opera  National  de  Paris,  Palais 
Gamier 

Tel:  33-1-43439696 
www.opem-de-paris.  fr 
La  Clemenza  di  Tito:  by  Mozart. 
Conducted  by  Ivor  Bolton  in  a 
staging  by  Willy  Decker  with 
designs  by  John  MacFariane. 
Cast  includes  TTieo  van  der 
Walt  and  Christine  Goerke; 

Mar  4,  7 


EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 


• CNN  International 
Monday  to  Friday,  GMT: 


06.30:  Moneyline  with  Lou  Dobbs 
13.30:  Business  Asia 
19.30:  Worfd  Business  Today 
22.00:  World  Business  Today 
Update 


ROME 


PARIS 

EXHIBITIONS 

Musee  d’Orsay 

Tel:  33-1-4049  4814 

www.Musee-Orsay.  fr 

• Gothic  Revival:  Architecture 


EXHIBfTION 

Galleria  Nazionale  d’Arte 
Modems 

Tel:  39-06-322  981 
Picasso  1937-1953:  The  Italian 
Years.  Around  70  works, 
including  paintings,  sculptures. 


0 Business/Market  Reports: 
05:07;  06:07;  07:07;  0820;  0920; 
10:20;  1120;  11:32;  1220;  1320; 
1420. 


At  0e:20  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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COM MENT  & ANALYSIS 


PETER  MARTIN 


Real-time  accounts 

It  is  high  time  companies  abandoned  their  annual  reports  and 
provided  shareholders  with  more  frequent  information 


Why  do  today's 
high-technology  companies 
report  to  their  shareholders 
on  a rhythm  derived  from 
the  agricultural  calendar? 

Or,  to  put  it  another  way, 
when  will  bosses  who 
lecture  their  subordinates  on 
the  overwhelming  need  for 
speed  and  real-time  data 
start  to  deal  with  their 
owners  on  the  same  basis? 

In  short,  when  wd  the 
annual  report  meet  its 
well-deserved  end? 

These  questions  were 
sparked  by  a recent  UK 
government  report  on 
reforming  company  law.* 
They  are  relevant  to  any 
company,  anywhere. 

The  report  devotes  only 
one  paragraph  to  the  issue. 

It  highlights  three  trends  - 
the  pressure  for  more 
frequent  reporting,  the 
existence  of  powerful 
software  to  manage 
company  finances  and  the 
availability  of  the  internet  - 
and  asks  whether  these 
together  "raise  questions  as 
to  the  appropriateness  of 
aspects  of  company  law  for 
the  information  age". 

Let  no  one  ever  say  the 
English  are  losing  their 
talent  for  understatement.  In 
fact,  these  three  trends 
completely  undermine  much 
of  current  practice  in 
accounting,  auditing, 
corporate  governance  and 
investor  relations. 

At  least  the  report 
recognised  the  issue.  Other 
standard-setters,  wrestling 
with  arcane  aspects  of 
corporate  process  and 
accounting  conventions,  risk 
missing  the  big  picture. 

Finance  directors, 
accountants,  regulators  and 
stock  exchanges  must  seize 
the  opportunities  created  by 
the  intersecting  trends 
identified  in  the  report  - 
and  use  them  not  to  raise  an 
eyebrow  at  the  current 
framework  of  corporate 
legislation  but  to  transform 


the  nature  of  financial 
reporting. 

Consider  what  is 
happening.  Big  companies 
are  creating,  at  accelerating 
speed,  integrated  computer 
systems  such  as  SAP.  These 
greatly  simplify  the  task  of 
preparing  accounts.  By 
forcing  companies'  global 
operations  into  a single 
reporting  framework,  they 
eliminate  much  of  the 
laborious  reconciliation  and 
consolidation  that  delays 
corporate  results. 

Much  internal  reporting  in 
big  companies  is  moving  on 
to  a faster  timetable. 
Auditors  are  struggling  with 
concepts  such  as  continuous 
auditing,  in  which  they 
certify  and  monitor  the 
overall  quality  of  the 
financial  reporting  system, 
carrying  out  random  tests  to 
ensure  its  integrity. 

Constantly  updated 
internal  information, 
standardised  internal 
systems  and  continuous 
auditing  create  the 
possibility  of  more  frequent 
release  of  audited 
information  to  shareholders. 


US  companies  routinely 
report  every  quarter;  there  is 
no  reason  why  they  could 
not  promptly  shift  to  a 
monthly  cycle.  British 
companies  usually  report 
every  six  months;  they 
should  move  to  quarterly 
reporting  immediately,  with 
monthly  frequency  a 
realistic  target 

Continental  European 
companies  still  often  give 
really  comprehensive  figures 
only  once  a year  - but  since 
SAP  is  a German  company  it 
is  hard  to  believe  that  they 
do  not  have  much  more 
frequently  updated  internal 
□umbers  which  they  could, 
if  they  chose,  reveal  to  the 
world. 

There  is  no  point  in 
releasing  information  much 
more  speedily  just  to  give 
the  financial  press 
something  to  write  about  II 
makes  sense  only  in  the 
context  of  a transformed 
relationship  with 
shareholders. 

The  package  of 
information  that 
shareholders  receive  should 
- as  Alan  Benjamin  of  the 


software  company  QSP 
suggested  in  his  contribution 
to  an  earlier  British  study, 
include  realistic 
performance  indicators  of  a 
□on-financial  sort:  market 
share,  quality  ratings, 
customer  turnover  and  so 
on.**  It  might,  as  a US 
Financial  Accounting 
Standards  Board  study  is 
considering,  include 
“forward-looking 
information'',  such  as 
“opportunities  and  risks  and 
management’s  plans. 
Including  critical  success 
factors".*** 

And  it  should  certainly 
make  access  and  analysis -of 
these  data  much  more 
accessible  to  users.  Glossy 
annual  reports  and 
glamorous  corporate 
websites  do  not  achieve  this. 
At  least  US  public 
companies  are  forced,  by  the 
Securities  and  Exchange 
Commission's  Edgar  system, 
to  file  standardised  reports 
in  electronic  form.  But  for 
the  most  part  these  are 
merely  annual  or  quarterly 
reports  which  are  bard  to 
capture  and  manipulate. 

An  imaginative  company 
would  make  its  gristing  data 
available  ou  its  website  in 
manipulable  formats,  such 
as  spreadsheet  files. 

Long-run  data.  In  a 
standardised  format,  is  also 
badly  needed.  Once  these 
steps  are  taken,  the  way  is 
clear  for  more  frequent 
reporting. 

Today's  annual  report  is, 
like  a Victorian  snapshot  an 
artificial  moment  In  time,  i 
laboriously  processed.  Just  | 
over  a century  ago.  the 
Lumiere  brothers  broke  free, 
to  bring  us  the  motion 
picture.  Business  activity, 
like  the  life  that  the  movies 
capture,  is  a flow,  not  a 
series  of  discontinuous  steps. 
It  is  time  for  corporate 
reporting  to  make  that 
switch. 

* Modem  company  law  Jor  a 
competitive  economy. 
Department  of  Trade  and 
Industry,  1999. 
www.dtLgov.uk. 

**The  21st  century  annual 
report  Institute  of  Chartered 
Accountants  in  England  and 
Wales.  199& 
www.icaew.co.uk. 

***  Business  Reporting 
Research  Project  Financial 
Accounting  Standards  Board. 
toww.fasb.org 
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LETTERS  TO  THE  EDITOR 


Caboose  on  the  inflation  train 


From  Mr  Howard 
B.  Garber. 

Sir,  We  should  not  pat  our- 
selves an  the  back  for  a job 
well  done  against  inflation 
(“Inflation's  great  disappear- 
ing trick”,  February  24).  We 
are  looking  in  the  wrong 
place  for  indications  and 
therefore  receiving  the 
wrong  signal.  A miscon- 
ceived adversary  is  an  adver- 
sary not  easily  subdued. 

This  article  quoted  the 
Humphrey-Hawkins  congres- 
sional testimony  of  Alan 
Greenspan,  the  Federal 
Reserve  chairman,  pointing 
to  evidence  that  US  wage 
inflation  is  under  control. 
Hence,  by  implication,  all 
aspects  of  US  inflation  are 
under  lock  and  key. 

With  all  due  respect  to  the 
chairman,  I beg  to  disagree. 
Wage  growth  is  the  last  car 
of  the  inflation  train.  Pro- 
ducer prices  are  the  first 


cars  of  that  train.  The  next 
cars  hitched  to  the  train  - 
consumer  prices  and,  in  this 
highly  baptised  service  age, 
service  costs  - wifi  appear 
later  in  the  cycle.  Once  con- 
sumers begin  paying  more 
for  goods  and  services,  those 
that  work  will  then  require 
and  demand  higher  wages. 
Wage  inflation,  therefore,  is 
the  caboose  of  the  inflation 
train  - the  last  train  car  to 
he  seen. 

Last  month  the  December 
1998  US  producer  price  index 
(PPQ  was  released  indicating 
an  increase  of  four-tenths  of 
1 per  cent  This  is  an  annual- 
ised increase  of  4.7  per  cent. 
This  month,  the  January  PPI 
rose  by  five-tenths  of  l per 
cent:  a 8.6  pa-  cent  annual- 
ised increase.  Two  consecu- 
tive months  sometimes 
merely  create  an  uptick. 
Sometimes,  however,  a trend 
is  created. 


Money  growth  precedes 
inflation  that  it  may  cause 
by  approximately  18  months. 
Thus,  with  a foundation  of 
six  months  of  unusually 
high  monetary  growth  in  the 
last  half  of  1997  as  support,  it 
is  a good  bet  that  more 
higher-than-expected  PPI 
monthly  increases  lay  just  , 
ahead.  In  fact,  all  US  mone- 
tary aggregates  continue  to 
rise  today  at  a rate  higher 
than  they  did  in  the  second 
half  of  1997.  This  indicates 
that  all  forms  of  inflation  - 
producer,  consumer,  service 
and  wage  growth  - will  con- 
tinue to  increase  well  into 
the  second  quarter  of  next 
year. 

Howard  B.  Garber, 

2305  N Commonwealth 
Avenue, 

Chicago, 
n 60614.  US 


Blind  spot 

From  Mr  Robert  Head 
Sir,  Tony  Blair,  the  UK 
prime  minister,  launches  Ms 
pro-euro  changeover  plan 
citing  “Britain  should  join  a 
successful  single  currency" 
(February  24).  Good  point, 
i Mr  Blair.  The  Confederation 
of  British  Industry,  by  its 
blind  support  of  joining  the 
euro,  is  admitting  that  big 
British  business  can  only 
compete  via  a weak  cur- 
rency. Take  a look  at  the 
'headline  on  the  Currencies 
and  Money  page  in  the  same 
issue:  “Euro  slides  again 
over  policy  disarray"  and 
you  wfll  find  not  only  the 
reason  behind  the  CBI’s  sup- 
port but  coincidentally  the 
best  reason  why  Britain 
should  never  dump  the 
pound  - never. 

Robert  Head, 

6430  City  West  Parkway, 
Eden  Prairie, 

Minnesota  55344.  US 


EU  must  stand  up  to  US  threats  in  the  public  interest 


From  Mr  Barry  Coates. 

Sir,  It  is  true  that  the 
breakdown  of  talks  on  the 
biosafety  protocol  could 
“have  serious  ramifications 
for  International  trade"  - by 
calling  into  question  the 
ability  of  governments  to  act 
In  the  public  interest. 
(“Breakdown  of  UN  talks  on 
GM  crop  treaty  threatens  to 
heighten  trade  tensions", 
February  26.) 


The  US  has  already  threat- 
ened trade  sanctions  in 
response  to  bans  on  GM 
organisms.  Take  the  exam- 
ple of  Egypt,  which  in  June 
1998  tried  to  ban  GM  imports 
from  the  US  unless  they 
were  properly  labelled.  The 
US  threatened  to  ban  all 
trade  in  soya  beans  and 
maize  and.  sure  enough, 
Egypt  reversed  its  decision. 

Such  threats  to  other 


developing  countries  and  to 
the  European  Union  are 
likely  in  the  forthcoming 
months.  The  potential  for 
these  threats  to  escalate  into 
a bigger  trade  dispute  has 
already  been  shown  by  the 
US  reaction  to  the  EU's  sup- 
port for  smallholder  banana 
growers  in  the  Caribbean. 

The  biosafety  protocol  Is  a 
precedent -setter.  Either  it 
will  assert  that  the  public 


interest  must  come  before 
free  trade,  or  it  will  be  used 
by  US  trading  interests  to 
hold  the  EU  and  developing 
countries  to  ransom.  The  US 
has  made  its  position  clear. 
It  is  time  the  EU  did  too. 

Barry  Coates, 
director.  World 
Development  Movement, 

25  Beehive  Place, 

London  SW9  7QR,  UK 


How  businessmen  are  failing  their  English  language  test 


From  Ms  Carol  Gourlay. 

Sir,  2 refer  to  Sathnam 
Sangh era's  article  “Lan- 
guage becomes  a barrier  to 
securing  export  deals"  (Feb- 
ruary 20).  British  business  is 
failing  to  communicate  not 
only  in  other  languages  but 
also  in  English.  More  and 
more  people,  in  both  the 
public  and  private  sectors, 
now  speak  their  own  corpo- 
rate dialect,  barely  compre- 
hensible to  outsiders. 


Organisations  choose  their 
own  meanings  for  words  - 
and  expect  the  rest  of  us  to 
understand.  They  insist  on 
using  long,  abstract  phrases 
instead  of  short,  concrete 
nouns.  Some  abstractions 
are  now  so  over-used  that 
they  are  losing  all  meaning: 
“value",  "integration” , 
“model”,  “leverage”  and 
“paradigm"  come  to  mind. 

Almost  everyone  wants  to 
sell  a “business  solution".  I 


think  it  was  Scott  Adams' 
Dflbert  who  suggested  that 
“a  business  solution  is  suspi- 
ciously like  a product,  only 
it  costs  more”.  1 was  at  a 
conference  recently  where 
someone  asked  about  “the 
sustainability  of  resources 
for  this  new  model".  What 
he  meant  was:  how  much  is 
it  going  to  cost? 

English  is  a strong,  flexi- 
ble language  with  a rich 
vocabulary  capable  of 


expressing  fine  nuances.  As 
Mr  Sanghera  points  out,  it  is 
the  most  widely  used  busi- 
ness language,  so  those  of  us 
with  English  as  a mother 
tongue  are  extremely  fortu- 
nate. We  should  use  it  with 
more  precision  and  vigour. 

Carol  Gourlay, 

16  The  Hamlet, 

Champion  Hill, 

London  SE5  SAW, 

UK 
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Race  against  failure 

Michael  Holman  and  William  Wallis  explain  the  formidable 
challenges  facing  Nigeria's  newly  elected  civilian  ruler 


It  is  a measure  of 
Africa's  plight  that 
hopes  for  the  continent 
now  seem  to  rest  on 
Nigeria. 

Debilitated  by  decades  of 
mismanagement  and  corrup- 
tion, there  are  doubts  that 
the  country  can  manage  its 
own  recovery,  let  alone 
inspire  a continent  in  crisis. 

But  with  South  Africa  bat- 
tling to  overcome  its  apart- 
heid legacy;  with  Angola 
back  at  war;  with  leaders  of 
the  so-called  “African  renais- 
sance” at  each  other's 
throats,  and  conflict  in  the 
Congo  sucking  in  its  neigh- 
bours - with  all  this,  Afri- 
cans need  Nigeria's  new 
civilian  government  to  suc- 
ceed almost  as  much  as 
Nigerians  do. 

And  while  the  world  can 
stand  aloof  from  these  far-off 
disappointments,  Nigeria 
simply  cannot  be  ignored.  It 
is  just  too  big,  its  problems 
too  pervasive,  its  potential 
too  lucrative. 

One  in  six  Africans  is 
Nigerian.  Its  external  debt  of 
SZSbn  is  large  enough  to 
worry  creditors.  It  is  the 
world's  12th  biggest  oil  pro- 
ducer, with  huge  reserves 
eyed  by  multinational  heavy- 
weights: enough  to  make 
Royal  DutchjShell  plan  an 
$8.5bn  investment  over  the 
next  five  to  eight  years. 

Ol  use  gun  Obasanjo,  the 
former  military  ruler  whose 
election  as  civilian  president 
was  confirmed  yesterday, 
faces  a daunting  task  to 
bring  stability  back  to  his 
country  after  15  years  or  dic- 
tatorship by  his  fellow  sol- 
diers. His  first  job  will  be  to 
establish  the  credibility  of 
his  mandate. 

Perhaps  the  most  difficult 
to  convince  will  be  his  own 
Yoruba  ethnic  group,  many 
of  whom  believe  he  is  a 
stooge  or  the  northern  politi- 
cal and  military  establish- 
ments which  bankrolled  his 
campaign  and  in  some  minds 
“predetermined”  his  suc- 
cess. 

The  Yoruba  voted  mas- 
sively in  flavour  or  his  oppo- 
nent. Chief  Olu  Falae,  who  is 
also  one  of  their  own  and 
who  has  rejected  the  poll  as 
a “farce".  This  could  lend 
additional  strength  to  those 
of  them  who  feel  they  have 
little  to  gain  from  remaining 
within  the  federation. 

He  also  has  to  establish 
his  mandate  in  the  oil-rich 


Niger  delta,  where  the  Ijaw 
people  are  up  in  arms  both 
against  misrule  from  Abuja, 
and  against  the  oil  compa- 
nies, from  whom  they  are 
demanding  a bigger  share  of 
the  oil  wealth. 

In  a country  that  produces 
2m  barrels  or  oil  per  day.  it 
is  a source  of  huge  popular 
anger  that  so  little  of  it 
reaches  the  petrol  pumps. 
Nigerians  are  as  fed  up  with 
having  to  queue  for  days  in 
order  to  fuel  their  mobility-, 
as  they  are  with  the  rest  of 
military  rule.  But  the  oil 
refineries  are  at  a virtual 
standstill.  Distribution  of 
what  little  fuel  exists  is  stiji 
in  the  hands  of  soldiers  and 
their  friends. 

If  a western-backed  rescue 
plan  is  to  be  effective,  Gen 
Obasanjo  has  no  time  to 
lose.  He  has  to  endorse  an 
agreement  with  the  Interna- 
tional Monetary  Fund, 
reached  by  the  outgouig  mil- 
itary government. 

Everything  rests  on  this. 
Without  agreement,  no 
rescheduling  of  the  coun- 
try's external  debt  will  be 
possible,  and  nor  will  this 
month's  donors’  meeting, 
chaired  by  World  Bank  come 
up  with  fresh  loans. 

Meeting  the  terms  means 
pressing  ahead  with  privati- 
sation of  state-owned  utili- 
ties. as  well  as  the  oil  refi- 
neries; making  more 
transparent  the  operations 
of  the  state  owned  oil  com- 
pany and  Lhe  central  bank; 
and  to  reduce  the  level  or 
arrears  on  its  external  debt. 


most  of  which  is  owed  to  the 
Paris  club  of  official  credi- 
tors. 

This  may  mean  having  to 
follow  up  Chier  Falae' s pro- 
posal to  sell  off  part  of  the 
government  stake  in  the  oil 
sector,  hitherto  inconceiv- 
able for  any  Nigerian  gov- 
ernment, which  has  used  the 
industry  as  a source  of 
patronage. 

Can  Gen  Obasanjo  do  it? 

One  of  his  strengths  is  a 
capacity  to  win  over  very 
different  constituencies. 

When  he  was  a member  of 
the  Commonwealth  "emi- 
nent persons  group"  that  vis- 
ited South  Africa  in  1986  he 
gained  the  respect  of  the 
white  army  generals  in  Pre- 
toria. and  won  the  hearts  of 
the  tough  street  kids  of  Sow- 
eto. The  Afrikaner  generals 
could  talk  to  him  as  a fellow 
soldier  who  had  served  in 
the  front  line  of  the  Biafran 
war.  The  children  were  cap- 
tivated by  a confident  and 
avuncular  figure  who  had 
visited  Nelson  Mandela  in 
jail,  in  a process  that  helped 
set  in  train  the  negotiations 
that  contributed  to  the  end 
of  apartheid. 

As  a founder  member  of 
Transparency  International, 
the  Berlin-based  anti- 
corruption  lobby,  hie  prom- 
ise to  weed  out  corruption 
carries  mure  weight  than  if 
it  were  to  come  from  Just 
about  any  other  politician. 

'Corruption  is  a greater 
threat  to  African  develop- 
ment than  Aids."  hu  told  a 
conference  in  Berlin  when 


the  movement  was  launched. 

And  as  a member  of  the 
Informal  club  of  elder  states- 
men - through  which  he  has 
forged  friendships  with 
Jimmy  Carter  and  Jim  Cal- 
laghan - he  has  an  under- 
standing and  perception  of 
international  relations  that 
should  stand  him  in  good 
stead  when  dealing  with 
Nigeria's  creditors  and 
appealing  for  fresh  funds. 

But  his  track  record  on 
economic  reform  is  not 
encouraging.  He  spoke  out 
against  the  last  reform  pro- 
gramme and  has  been  cau- 
tious in  his  campaign  com- 
ments on  the  economy. 

Nigeria  faces  two  possible 
outcomes.  It  could  become  a 
country  with  an  enclave 
economy,  in  which  foreign 
investors  run  a profitable  oil 
and  gas  business,  rather  like 
Angola.  But  the  proceeds 
will  be  inequitably  distrib- 
uted, siphoned  off  by  a civil- 
ian elite  in  cahoots  with  the 
military’.  It  will  continue  to 
service  only  part  of  its  debt 
- namely  the  commercial 
bank  debt  - and  continue  to 
run  up  arrears  on  Paris  Club 
debt 

Or  it  could  slowly  recover 
from  decades  of  mismanage- 
ment and  corruption,  during 
which  S280bn  in  ail  revenues 
have  been  squandered  over 
last  25  years.  Instead,  it 
could  become,  as  Brian  Wil- 
son, the  UK  trade  minister, 
told  a visiting  Nigerian  min- 
isterial delegation  last  week, 
“a  powerful,  industrialised 
nation  attracting  back  its 
educated  and  entrepreneur- 
ial middle  classes”. 

The  next  three  months  will 
he  decisive,  in  which  his 
relationship  his  former  com- 
rades in  the  military  will  be 
critical.  Will  he  turn  out,  as 
his  critics  claim,  no  more 
than  the  civilian  face  of  a de 
facto  military  regime?  True, 
his  campaign  was  heavily 
financed  by  the  army.  But 
maybe  only  a soldier  can 
deal  with  an  army  desper- 
ately in  need  of  depoliticis- 
ing  and  retraining. 

If  he  can  overcome  vested 
interests  and  form  a credi- 
ble. talented  cabinet  drawn 
from  people  of  quality, 
rather  than  financial  back- 
ers,  and  whose  members 
bridge  the  regional  and  eth- 
nic divisions,  there  may  be  a 
chance. 

But  it  will  be  long  odds 
and  a long  hard  path. 
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Playing  for  time 
in  Brussels 


In  spite  of  having  barely  three 
w»ks  left  to  reach  agreement. 
France  yesterday  demanded  and 
won  a postponement  in  the  Euro- 
pean Union  negotiations  on 
reforming  the  common  agricul- 
tural policy.  It  is  hard  to  see 
what  any  delay  can  achieve.  Cap- 
ping the  CAP  is  an  essential  pre- 
condition for  any  deal  on  Agenda 
20(H).  the  package  aimed  at  a gen- 
eral reform  of  the  EU  finances.  If 
that  cannot  be  agreed  before  the 
end  of  this  month,  it  probably 
wiH  not  be  agreed  before  the  end 
of  1999,  at  the  earliest. 

An  outsider  to  the  arcane  pro- 
cess of  CAP  negotiations  might 
think  It  logical  that  France,  the 
most  important  farm  producer  in 
the  EU.  should  be  fighting  a 
last-ditch  battle  to  preserve  the 
old  system  of  price  support, 
which  has  resulted  in  mountains 
of  excess  produce  over  the  years. 
Nothing  could  be  further  from 
the  truth.  Thanks  to  40  years  of 
subsidies,  France  now  has  proba- 
bly the  most  efficient  agricultural 
sector  in  the  EU.  The  majority  of 
its  farmers  can  compete 
extremely  well  on  world  markets 
without  any  subsidies  at  all.  And 
yet  they  still  demand  their 
cash. 

The  farm  reform  package  on 
the  table  is  radical,  it  suggests 
substantial  cuts  in  price,  support 
for  cereals,  beef  and  milk. 
Instead,  formers  would  get  direct 
income  support,  skewed  in 
favour  of  small  farmers,  and 


gradually  reduced  over  time,  to 
ease  the  transition.  The  key  is 
that  those  subsidies  should  be 
steadily  reduced.  They  must  also 
be  divorced  from  farm  produc- 
tion, to  be  acceptable  under 
World  Trade  Organisation  rules. 

Most  of  that  France  can  accept 
That  is  already  a big  advance. 
But  Paris  angrily  rejects  another 
suggestion,  that  part  of  the 
income  subsidies  should  be  paid 
from  national  budgets,  not  by 
Brussels.  It  would  make  big  farm 
producers,  like  France,  pay  more 
than  smaller  ones,  like  Germany 
and  the  UK.  It  would  make  the 
farm  ministers  more  responsible 
for  their  spending  decisions. 

France  is  playing  for  time, 
partly  for  internal  political  rea- 
sons. Lionel  Jospin,  the  socialist 
prime  minister,  is  determined  to 
bind  Jacques  Chirac,  the  conser- 
vative president,  into  any  deal  he 
is  forced  into.  Yet  they  will  have 
to  make  concessions  at  the  end  of 
the  day,  if  any  agreement  on 
Agenda  2000  is  to  be  reached. 

So  will  virtually  all  other  mem- 
ber states.  Spain  will  have  to  con- 
cede some  limitation  on  the 
"cohesion"  funds  it  gets  from 
Brussels.  Britain  will  have  to 
admit  that  its  budget  rebate  is 
not  set  in  stone  for  eternity.  Ger- 
many will  have  to  cany  on  as  by 
for  the  largest  net  contributor. 
These  are  all  painful  decisions  in 
domestic  terms.  Without  them  a 
fair  deal  on  future  financing  will 
be  impossible. 


Chinese  puzzle 


The  relationship  between  the  US 
and  China  is  in  one  of  its  mood 
swings,  with  the  presence  in-Bei- 
jing or  Madeleine  Albright,  the 
US  secretary  of  state,  seeming  to 
highlight  how  little  the  countries 
have  in  common. 

There  is  increasing  US  concern 
about  China's,  acquisition  of  mili- 
tary technology  and  a justified 
anger  at  the  treatment  of  dissi- 
dents. For  the  Chinese,  the  US  la 
interfering  in  * its  “internal 
affairs"  by  raising  the  dissidents' 
plight  and  by  considering  a pian 
to  upgrade  Taiwan’s  missile 
defences. 

The  only  apparent  advance  is 
the  fresh  intensity  in  negotia- 
tions over  China's  accession  to 
the  World  Trade  Organisation. 

But  even  this  could  be  an  illu- 
sion, as  the  list  of  unresolved 
issues  is  long,  and  the  pressure 
for  a quick  agreement  comes 
from  the  need  for  the  two  coun- 
tries to  sign  something  when  Zhu 
Rongji  the  premier,  visits  Wash- 
ington early  next  month. 

Unless  Mr  Zhu  overcomes 
domestic  resistance  to  liberalisa- 
tion. the  US  administration  will 
find  it  hard  to  persuade  powerful 
US  industry  lobbies  to  back  a 
deal  on  China’s  WTO  entry. 

Trade  aside,  the  difficulties  in 
the  Sino-US  relationship  raise 
questions  about  Washington's 
policy  of  “engagement”.  Why  be 
generally  conciliatory  if  the 
results  include  a build-up  of  mis- 
siles aimed  at  Taiwan  and  a 


human  rights  record  that 
remains  appalling? 

Even  with  engagement,  there  is 
much  inconsistency  in  US  policy. 
The  export  of  a US  satellite  for 
Chinese  launch  was  approved  in 
1996  and  halted  last  week.  Policy 
becomes  unpredictable  when  pol- 
iticians in  both  countries  choose 
to  make  the  relationship  the  tar- 
get during  a domestic  political 
debate. 

A1  Gore,  the  leading  Demo- 
cratic contender,  will  be  made 
aware  of  those  pressures  during 
the  presidential  campaign  when 
he  will  be  obliged  to  show  that  he 
talks  tough  to  China. 

It  is  right  to  talk  tough  to 
China.  But  there  is  no  real  alter- 
native to  engaging  China  on  as 
many  fronts  as  possible.  To  allow 
China  to  retreat  into  itself  at  this 
stage  of  its  development  would 
be  a serious  error. 

But  the  Chinese  leadership 
must  justify  the  political  capital 
invested  by  the  US  administra- 
tion. For  a start,  Beijing  will  do 
itself  a favour  by  halting  the 
increase  in  missiles  being  sta- 
tioned opposite  Taiwan. 

And  while  internationalist 
leaders  such  as  Mr  Zhu  and  Pres- 
ident Jiang  Zemin  are  hindered 
by  conservatives  who  see  any 
concession  as  a sign  of  weakness, 
the  risks  to  the  Chinese  leader- 
ship of  alienating  Washington 
are  now  greater  than  the  risks  of 
aggravating  political  opponents 
in  Beijing. 


Nigeria’s  poll 


never  going  to  be  perfect, 
ng  the  electoral  register, 
g ballot  boxes,  and  buying 
have  been  a feature  of 
Nigerian  election  since 
mdence.  The  question  is 
er  Saturday's  presidential 
as  so  deeply  flawed  as  to 
the  victory  of  former  Gen- 
ii use  gun  Obasanjo  over 

Mu  FaJae. 

unately  Nigeria’s  timetable 
e return  to  civilian  rule 
Kites  litigious  losers.  The 
ration  of  the  new  presi- 
akeis  place  at  the  end  of 
■his  leaves  enough  time  for 
lae  to  gather  the  facts  to 
utiate  his  claim.  On  the 
it,  the  case  for  nullifying 
utcome  is  not  strong 
l Certainly,  irregularities 
»d.  Equally  certainly,  both 
fere  guilty.  Gen  Obasanjo 
id  nearly  19m  votes  com- 
to  just  over  llfo  for  bis 
-nt,  It  would  have  required 
> on  an  extraordinary 
even  by  Nigeria’s  stan- 
to  account  for  Gen  Oba- 
large  margin  of  victory-  . 
international  observers 
lerious  doubts  about  the 
t of  the  poll,  and  it  is  now 
he  courts  to  decide.  In 
ime,  ft  is  essential  to 
rs  stability  that  Gen  Oba- 
presses  ahead  with  the 
m of  his  new  administra- 
Sven  before  the  dispute, 
R-as  a strong  case  for  a 
iased  government.  It  is 
repelling.  Unless  Gen  Oba- 
ridges  the  political  divide. 


retains  the  confidence  of  the  mili- 
tary. and  enhances  his  authority 
by  forming  an  administration 
which  embraces  all  three  parties, 
he  will  find  it  hard  to  implement 
the  reforms  so  urgently  needed. 

The  need  to  consolidate 
Nigeria's  fragile  democracy 
would  be  reason  enough  for  a 
government  of  national  unity, 
pursuing  a programme  of  eco- 
nomic and  political  reform.  High 
on  the  »ger»da  should  be  a consti- 
tutional conference  which  would 
address  the  issues  that  strain  the 
Nigerian  federation  - the  calls  for 
more  autonomy  for  the  regions, 
and  the  demand  of  the  oil  produc- 
ing Niger  delta  region  for  a 
greater  share  of  the  oil  exports. 

Critical  to  the  success  of  any 
constitutional  change  is  the  sup- 
port of  the  military,  for  the  gen- 
erals will  remain  a powerful 
force.  Their  co-operation  will  be 
if  the  armed  forces  are 
to  be  retrained  and  depolitirised. 
Ibis  can  only  be  achieved  by  a 
united  government 

But  there  is  a further  compel- 
ling reason  for  a broad-based  cab- 
inet If  Nigeria  is  to  keep  to  an 
IMF  agreement  which  opens  the 
way  to  rescheduling  its  S29bn 
external  debt  and  attracting  new 
loans,  it  must  ensure  transpar- 
ency in  .the  operations  of  the 
state  owned  oil  company  and  the 
central  bank.  Only  a government 
which  has  the  widest  possible 
support  has  any  chance  of  meet- 
ing the  IMF  condition  which  goes 
to  the  heart  of  Nigeria's  endemic 
corruption. 


•A 


15 


COMMENT  & ANALYSIS 


J1 


The  declining  role  of  nuclear  power  nds 
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Time  for  a new  nuclear  order 


It  is  a bitter  irony  that  public  concern  may  encourage  governments  to  enhance  the  life  of  ageing 
nuclear  reactors  rather  than  build  new,  safer  ones,  writes  Andrew  Taylor 


It  is  not  much  fun  being  a 

nuclear  power  engineer  at 
the  end  of  the  20th  century. 
World  orders  for  new 
power  stations  are  at  the  lowest 
ebb  since  the  1950s  and  there  is 
little  prospect  of  improvement. 
Nuclear  power  generates  about 
one-sixth  of  the  energy  world- 
wide and  one- third  in  Europe,  the 
world's  largest  market.  Yet  the 
industry,  battling  against  envi- 
ronmental, political,  safety,  com- 
mercial and  economic  concerns, 
appears  to  be  approaching  melt- 
down. 

The  latest  bad  news  comes 
from  Germany  where  the 
Socialist-Green  coalition  govern- 
ment has  pledged  to  pull  out  of 
nuclear  power.  Germany  is  only 
the  latest  in  a long  line  of  west- 
ern governments  to  announce 
plans  to  phase  out  or  halt  nuclear 
power  investment 
Sweden  is  committed  to  phas- 
ing out  nuclear  power  by  2010, 
although  it  has  yet  to  close  a 
single  plant  Belgium  and  Spain 
have  imposed  moratoriums  on 
building  new  nuclear  stations. 
Britain  and  France  have  surplus 
electricity  capacity  and  no  cur- 
rent plans  to  expand  further  No 
new  nuclear  power  stations  have 
been  ordered  in  the  US  since 
1978.  the  year  before  the  nuclear 
accident  at  Three  Mfle  Island. 

Indeed,  in  all  of  western 
Europe  and  North  America,  only 
one  new  plant  is  under  construc- 
tion - at  Civaux  near  Poitiers  in 
central  France.  Finland  has  plans 
to  build  new  nuclear  plants,  but 
it  will  not  decide  until  later  this 
year  whether  to  proceed  with  the 
country’s  fifth  power  station. 

Wolf  Schmidt-Kuster, 
secretary-general  of  For  Atom,  the 
European  atomic  energy  forum, 
is  concerned  that  the  collapse  in 
new  power  station  orders  could 
further  undermine  European 
nuclear  engineering  groups  such 
as  Siemens  of  Germany,  ABB.  the 
Swedish-Swiss  engineering 
group,  Framatome  of  France  and 
British  Nuclear  Fuels  (BNFL). 

The  turnover  of  Siemens' 
nuclear  division,  currently  about 
DM2bn  (£690m),  has  been  about 
40  per  cent  lower  in  cash  terms 
during  the  1990s  than  during  the 
previous  decade.  The  shape  of  its 
business  has  changed  substan- 
tially with  about  90  per  cent  of 
work  servicing  existing  power 


stations  rather  than  building  new 
ones. 

The  group  says  large  contracts 
to  modernise  older,  less  efficient 
nuclear  plants  are  helping  it  to 
develop  technology.  But  Siemens 
fears  a loss  of  engineering  skills 
unless  technical  developments 
are  followed  by  new  construction 
orders  - which  seems  unlikely. 

The  erosion  of  European  tech- 
nical expertise  could  have 
extended  ramifications.  Follow- 
ing the  earlier  collapse  of  the 
north  American  market,  two  of 
the  four  US  engineering  groups 
which  then  dominated  nuclear 
power  export  markets  were 
bought  by  European  companies: 
ABB  bought  Combustion  Engi- 
neering for  £lbn  in  1969  and 
BNFL,  in  a joint  venture  with 
Morrison  Knudsen,  last  year  paid 
£72Qm  for  Westinghouse. 

In  the  past,  western  nuclear 
power  companies  could  draw  on 
contracts  in  developing  countries 
to  see  them  through  hard  times 
at  home.  But  now,  not  only  have 
the  prospects  for  nuclear  power 
withered  in  emerging  markets  (as 
everywhere  else),  but  western 
companies  are  not  having  things 
their  own  way  for  the  business 
that  does  remain.  Dr  Schmidt- 
Kuster  says  western  European, 
companies  face  strong  competi- 
tion from  Russia  as  well  as, 
potentially,  from  Mitsubishi. 
Hitachi  and  Toshiba,  which  domi- 
nate nuclear  power  construction 
in  Japan.  Russia  last  year  won  an 
6800m  (£449m)  contract  to  com- 
plete a nuclear  power  station  at 
Bushehr  in  Iran  and  has  been 
asked  to  bid  for  three  other  Ira- 
nian reactors  worth  a total  of 
more  than  SSbn. 

Developing  countries  may  be 
prepared  to  build  more  nuclear 
plants,  but  moat  lack  the 
resources  to  pay  for  them.  Coun- 
tries still  committed  to  nuclear 
power,  such  as  China.  Japan, 
South  Korea  and  India  are  expec- 
ted to  scale  back  expansion  plans 
in  the  face  of  currency  problems, 
lower  growth  forecasts  and  other 
economic  strains. 

The  overall  effect,  according  to 
the  Uranium  Institute,  is  that 
only  30  nuclear  power  stations 
were  under  construction  at  the 
end  of  last  year  - well  under  1 
per  cent  of  the  world's  total 
nuclear  capacity.  Many  of  these 
plants  were  ordered  up  to  a 


decade  ago.  A third  are  either  in 
China  or  former  communist 
countries  in  eastern  and  central 
Europe. 

So  why  is  the  business  in  these 
straits?  Of  course,  there  is  a short 
and  obvious  answer:  even  the 
industry’s  most  ardent  supporter 
would  hardly  disagree  with 
Greenpeace’s  assertion  that 
nuclear  power  has  foiled  to  con- 
vince a "significant  proportion  of 
the  population  in  many  coun- 
tries" that  it  is  “a  dean,  cheap, 
safe  or  reliable  energy  source". 
The  most  formidable  hurdle,  still 
to  be  resolved  by  most  govern- 
ments, is  how  to  store  safely  the 
growing  stockpile  of  spent  fuel 
and  waste,  some  of  which  will 
still  be  radioactive  at  the  end  of 
the  next  millennium.  The  Inter- 
national Atomic  Energy  Agency 
estimates  that  there  were  200,000 
tonnes  of  spent  fuel  sitting  at 
reactor  sites  or  in  temporary 
storage  at  tbe  end  of  1997.  Grow- 
ing at  10,500  tonnes  a year,  this 
figure  is  expected  to  exceed 
340,000  tonnes  by  2010. 

There  also  is  considerable  con- 
cern about  nuclear  safety  in  east- 
ern Europe  where  there  is  a seri- 
ous shortage  of  money  for 
maintenance  and  for  vital 
nuclear  technicians. 

But  this  is  not  the  whole  story. 
Public  worries  about  spent  fuel 
and  leaking  east  European  power 

Extending  the  life 
of  reactors  may 
become  the 
battlefield  over 
nuclear  power 


stations  carry  most  weight  in 
rich  western  countries.  But  the 
nuclear  industry  is  on  the  defen- 
sive everywhere,  not  just  in  the 
West.  The  underlying  problem  is 
that  the  economics  of  electricity 
is  shifting  away  from  nuclear 
power  in  favour  of  gas. 

The  capital  cost  of  a nuclear 
power  station,  according  to 
Adolfo  de  Ubieta.  nuclear  energy 
director  at  Unesa,  the  Spanish 
utility,  is  between  $1,500  per  kilo- 
watt (kW)  and  $3.000/kW.  This 
upfront  cost  represents  almost 


OBSERVER 


The  feeling 
is  Mutual 

With  South  African  companies 
headtog  for  London  like 
springboks  leaping  a wall,  the 
image  consultants  have  been 
glancing  over  the  Boer 
boardrooms  to  see  if  whafs 
good  enough  for  laid-back 
Johannesburg's  crumbling  centre 
or  plush  northern  suburbs  will 
wash  with  the  Square  Mile. 

So  some  attention  has  focused 
on  life  assurance  giant  Old 
Mutual,  whose  4m  policyholders 
this  week  finish  voting  on 
demutualisation.  17ie  next  step  is 
to  list  to  London,  but  there  have 
been  mutterings  whether 
chairman  Mike  Lfivett  Is  the  man 
to  launch  the  154-year-old 
insurer  In  the  City.  The 
media-shy  Lovett,  who  has  been 
with  Old  Mutual  for  40  years,  is 
seen  as  a bit  of  a cold  fish, 
though  he's  given  credit  for  the 
strategic  vision  which  turned  Old 
Mutual’s  gaze  outward  from  its 
home  market 

Speculation  about  his 
successor  centres  on  Richard 
Laubscher,  the  45-year-old  chief 
executive  of  Nedcor,  one  of  the 
big  four  South  African  banks  in 
which  Old  Mutual  holds  a 
controlling  stake. 

But  Laubscher  has  troubles  in 
his  own  backyard  which  should 
keep  him  busy  for  a white.  The 
theory  is  he  could  be  brought  in 
to  a senior  job  at  Old  Mutual  with 
a view  to  succeeding  Levett  in 


London  in  a couple  of  years.  So 
maybe  there  will  be  an  orderly 
transition  after  all.  Who  says 
South  African  companies  have 
nothing  to  teach  the  Old 
Country? 

Sniffy  suits 

The  world  may  be  used  to 
shell-suits,  but  what  about 
smart-suits? 

They're  being  am  up  in  South 
Korea  right  now  - and  are 
apparently  proving  a big  success 
with  city  dwellers  who  want  to 
smell  sweet  even  after  a hard 
day  at  the  office.  The  suits  are 
made  with  fabric  soaked  in  a 
chemical  that  contains  scented 
micro-capsules  that  pop  and 
release  the  odor  when  the  wearer 
moves  - or  even  gets  bumped 
on  a crowded  subway  train. 

Three  local  fashion  houses  - 
LG  Fashion,  Essess  Heartist  and 
Kolon  International  - began 
selling  the  outfits  last  month  and 
so  far  more  than  4,000  suits,- 
smelling  of  pine,  lavender  and 
peppermint,  have  been  sold  even 
before  they've  been  advertised. 
The  smell  is  said  to  last  around 
three  years  - or  20  dry  cleanings 
- but  some  mate  shoppers  are 
not  impressed,  claiming  they 
don’t  want  to  go  home  smelling 
like  a bathroom.  Might  be  better 
than  smelling  like  an  ashtray. 

Never  mind  Nasdaq 

With  a sideways  swipe  at  the 
market  it  left  behind,  the 


community  website  operator 
FortuneCrty.com  abandoned 
London  last  year  in  favour  of 
more  savvy  surroundings  in  New 
York.  Moaning  about  access  to 
venture  capital  and  pricey  UK 
telecoms  charges,  its  move 
undermined  the  idea  that 
tomorrow’s  cybercompany  can 
be  located  anywhere. 

So  it’s  a bit  of  a surprise  to 
find  toe  group  has  forsaken 
Nasdaq  - toe  place  for  internet 
IPOs  - to  favour  of  listing  on  the 
German  Neuer  Markt.  Peter 
Macnee,  president  and  chief 
executive,  explains  that  the 
group's  venture  capital  backers 
are  German  and  that  they  prefer 
to  deal  with  the  company  and  its 
.shares  on  home  ground. 

He's  also  keen  to  stress  that 
toe  group  sees  much  of  its 
expansion  in  Europe,  laurching 
French,  Spanish,  Portuguese  and 
Dutch  versions  of  its  service. 

"It  was  pretty  natural  in  our 
minds  that  we  should  be  listed 
over  hoe,”  Macnee  adds. 
Observer  wonders  If  he'll  be 
quite  so  chipper  on  the  “red  eye" 
from  JFK  as  he  flies  in  to  chivvy 
his  new  investors. 

After  Kalff 

Sometimes  it  takes  a boardroom 
bust-up  and  a three  month 
stopgap  before  you  can  install  a 
new  boss.  In  Amsterdam  they 
appear  to  do  these  things 
differently. 

Jan  Kalff  is  still  well  over  a year 
away  from  retiring  as  head  of 


two-thirds  of  the  total  cost  of  gen- 
erating electricity.  Uranium  fuel, 
which  is  cheap  and  plentiful, 
accounts  for  just  12  per  cent. 

Compare  that  with  a gas-fired 
plant:  its  capital  cost  is  just  $400/ 
kW-$600/kW,  under  20  per  cent  of 
the  total  cost;  fuel  accounts  for 
almost  70  per  cent.  In  other 
words,  the  operating  costs  are 
higher,  but  the  capital  costs  are 
extravagantly  lower. 

The  result  is  that  gas  plants 
can  be  completed  and  produce  an 
income  in  under  two  years. 
Nuclear  power  plants  take  10 
years  or  more.  And  the  main  eco- 
nomic advantage  that  nuclear 
power  has  over  gas  - the  lower 
cost  of  uranium  fuel  - is  being 
eroded  by  the  foil  In  all  fuel 
prices  caused  by  the  oil  price  col- 
lapse. 

In  the  past,  public  ownership 
and  regulation  might  have 
shielded  the  nuclear  industry 
from  these  economic  effects.  No 
longer.  Power  markets  in  the 
west  have  been  liberalised  and 
privatised  over  the  past  decade  - 
most  recently  on  February  19. 
when  the  European  Union 
opened  up  the  trading  of  electric- 
ity across  European  borders. 

Even  though  the  nuclear  indus- 
try is  beset  on  so  many  fronts, 
there  are  some  grounds  for  sug- 
gesting that  there  still  is  some 
life  left  in  the  sector. 

Even  though  few  new  plants 
are  being  built  and  fewer  still 
planned,  the  existing  ones  are 
taking  forever  to  close  down,  and 
some  are  having  their  operations 
extended.  Like  the  uranium  they 
use,  nuclear  power  plants  have  a 
half-life  too. 

One  of  the  biggest  factors  in 
the  industry’s  favour  is  global 
wanning,  says  Peter  Hollins, 
managing  director  of  British 
Energy,  the  UK’s  largest  electric- 
ity generator.  “Nuclear  energy, 
unlike  fossil  fuel  generators,  pro- 
duces virtually  no  greenhouse  or 
acid  rain  gases,  he  says.  “Nuclear 
power  stations  produce  34  per 
cent  of  of  Europe’s  electricity 
annually  saving  700m  tonnes  of 
carbon  dioxide  from  entering  the 
atmosphere.  Nuclear  power  gen- 
erates 17  per  cent  of  the  world's 
power,  equivalent  to  L8bn  tonnes 
of  carbon  dioxide." 

Paradoxically,  many  western 
countries  will  not  be  able  to  meet 
the  environmental  commitments 


ABN  Amro,  but  the  Dutch  bank  is 
moving  forward  with  no  shortage 
of  well-qualified  internal 
candidates  to  succeed  him. 

Pulses  raced  a Tittle  last  year 
when  ABN  Amro  poached  Tom 
de  Swaan  from  the  Dutch  central 
bank  where  he  was  head  of 
banking  supervision  and 
chairman  of  the  Baste  Committee 
of  international  banking 
supervisors. 

Such  upheavals  are  so  rare  in 
Holland  that  de  Swaan,  now 
serving  as  ABN  Amro's  chief 
financial  officer,  Instantly  moved 
Into  the  frame  as  a potential 
successor  to  Kalff. 

But  the  appointment  of  such  a 
relative  outsider  would  be  quite  a 
shake-up  for  the  smooth-running 
ABN  Amro,  and  the  insiders’ 
money  is  still  on  Jan-Maarten  de 
Jong.  He  made  way  for  de 
Swaan  in  the  finance  post  and  is 
now  in  charge  of  risk  and  joint 
head  of  the  fast-growing 
International  division. 

Like  Kalff  before  him,  de  Jong 
has  sport  his  entire  career  at 
ABN.  Beet  not  upset  the  apple 
cart 

Donkey  work 

Acquisitions  Monthly  magazine 
meant  to  report  that  cables  and 
construction  group  BICC  had 
been  divesting  "assets"  faster 
than  BTR.  On  the  way  to  the 
printed  page,  unfortunately,  the 
T itself  was  divested.  Now 
there's  tow  to  make  an  ass  of 
yourself. 


they  signed  at  the  Kyoto  confer- 
ence on  climate  change  in  1997  if 
they  close  down  their  nuclear 
plants.  Last  year,  British  mem- 
bers of  parliament  of  the  power- 
ful trade  and  industry  select  com- 
mittee reported  that  the  UK 
would  be  likely  to  miss  the  gov- 
ernment’s target  of  a 20  per  cent 
reduction  in  carbon  dioxide  emis- 
sions “without  a significant  com- 
ponent of  nuclear  power  genera- 
tion in  the  fuel  mix’*. 

This,  together  with  tbe  low 
operating  cost  of  nuclear  power 
stations  once  built,  means  that 
European  governments  have 
found  it  easier  to  announce  clo- 
sure plans  than  actually  shut 
reactors  down. 

The  timetable  for  nuclear  clo- 
sures in  Sweden  has  already 
slipped  badly  with  the  country's 
supreme  court  still  to  decide  the 
fate  of  the  first  reactor  planned 
for  closure.  Germany  is  also 
struggling  to  decide  how  best  to 
pursue  closures  following  the 
threat  of  large  compensation 
demands  from  power  producers 
and  nuclear  fuel  reprocessors. 

Some  countries,  such  as 
Britain  and  Switzerland,  have 
already  approved  extensions  to 
the  operating  lives  of  old  nuclear 
plants.  Isabel  Torino,  the  Spanish 
environment  minister,  is  looking 
to  increase  the  output  and  oper- 
ating life  of  its  existing  nuclear 
power  stations  despite  the  coun- 
try's moratorium  on  new  con- 
struction. 

Over  the  next  10  years,  the 
issue  of  whether  to  extend  the 
life  of  old  reactors  - rather  than 
close  them  down  - may  become 
the  new  battlefield  over  nuclear 
power.  About  150  of  the  world's 
420  operating  nuclear  reactors 
were  built  before  1980.  Most 
power  stations  have  an  operating 
licence  life  of  40  years.  So  in  the 
ordinary  course  of  events,  over 
one-third  or  all  todays  reactors 
would  have  to  be  decommis- 
sioned between  2010-2020.  Many 
difficult  decisions  therefore  loom 
about  whether  to  close  plants  or 
to  extend  their  operating  life  to 
limit  global  warming.  It  would  be 
a bitter  irony  if.  as  a result  of 
public  worries  about  the  safety  of 
nuclear  power,  governments 
decided  to  extend  the  life  of  old 
land  inherently  less  safe)  reac- 
tors. rather  than  to  build  new. 
safer  ones. 


100  years  ago 


Russian  Petroleum 
Tbe  Russian  statistics  of 
petroleum  for  1898  give  toe 
total  output  for  the  Baku 
district  that  year  as  485.9 
million  poods  as  against  422.4 
millions  in  1897  and  386.2 
millions  in  1896.  The  number 
of  wells  at  work  was  1,146  in 
1898  against  917  in  1897  and 
786  in  1896.  The  average  yield 
per  well  exhibits  a decline, 
possibly  owing  to  closer 
boring.  The  average  depth  of 
the  bore-hole  was  slightly 
grater  than  in  1897. 

50  years  ago 

World’s  Slip  Launchings 
World  ship  launchings  in  1948 
numbered  872  ships  of 
2.309.743  tons  gross  of  which 
1,176,346  were  from  berths  in 
Great  Britain  and  Northern 
Ireland  and  1,133,397  tons 
abroad.  Britain's  output 
represents  50.9  per  cent  of  the 
total,  compared  with  56,7  per 
cent  to  1947, 53.3  per  cent  to 
1946  and  34.0  per  cent  in 
1938.  These  figures  are 
contained  in  Lloyd's  Register 
of  Shipping  Annual  Summary 
of  Mercantile  Shipbuilding  of 
the  World  for  1948.  They  do 
not  include  warships  and  take 
into  account  only  ships  of  100 
tons  gross  and  upwards. 
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Resurgent  Renault 


Once  again,  Renault  has  turned  in 
exemplary  results.  Net  income  rose  63  per 
cent  and  operating  margins  more  than 
doubled  to  over  5 per  cent  So  tar,  the 
restructuring  Renault  initiated  in  1997, 
which  began  with  the  controversial  Vil- 
voorde  plant  closure,  has  been  a resound- 
ing success. 

A surge  in  volumes  led  by  the  hot- 
selling  Clio,  Megane  and  Twin  go  models, 
combined  with  sharply  falling  unit  costs 
and  a return  to  profitability  in  the  com- 
mercial vehicle  division,  have  helped  dis- 
pel memories  of  Renault’s  troubled 
1994-1996  period.  Although  still  some 
30  per  cent  below  their  July  high,  Ren- 
ault's shares  have  outrun  the  French  mar- 
ket by  nearly  15  per  cent  In  the  last  year. 

Is  this  performance  sustainable?  The 
target  of  reducing  the  cost  base  by 
FFr20bn  (S3.4bn)  by  200Q  does  not  seem  in 
danger.  But  with  Louis  Schweitzer,  chair- 
man. echoing  Volkswagen’s  warning  of  a 
much  tougher  1999,  margins  have  proba- 
bly peaked.  An  over-dependence  on  slow- 
ing European  markets  will  not  help. 

As  a relative  minnow  and  one  of  the 
last  single-brand  manufacturers  left  - 
now  Ford  has  gobbled  up  Volvo  cars  - 
Renault  will  feel  the  pressure  to  merge 
keenly.  The  French  government's  stake 
acts  for  now  as  a defence  against  hostile 
takeover.  The  prime  minister's  support 
for  the  idea  of  a Japanese  merger  is  a 
positive  sign,  but  shareholders  would 
surely  prefer  the  state's  exit  from  their 
company  altogether. 

GEC/Reftec 

Is  too  much  cash  burning  a hole  in  the 
pocket  of  General  Electric  Company? 
Scarcely  a month  after  agreeing  to  sen 
its  defence  interests,  the  UK  group  is 
splashing  out  $2.1bn  on  Reltec.  a US 
telecommunications  equipment  manu- 
facturer. 

But  shareholders  can  relax  because  this 
looks  like  a well-matched  deal.  Reltec 
brings  a US  top-three  position  in  access 
products,  which  allow  telecoms  operators 
to  offer  broadband  voice,  video  and  data 
services  directly  to  customers  over  the 
“local  loop"  - the  crucial  last-mile  connec- 
tion. This  fits  neatly  with  the  strength  In 
Europe  and  in  transmission  products  of 
Marconi  Communications,  now  GEC's 
main  business. 


Fujitsu 

Share  pricaretettw  to  the  fflAel  225  Average 


Reltec  has  blue-chip  customers  and  is 
growing  at  25  per  cent  a year.  Yet  GEC  is 
paying  only  1.6  times  prospective  sales 
and  11  times  forecast  1999  cash  flow.  In  a 
hot  sector  like  telecoms  equipment,  this  Is 
a snip  - Tjy-pnt  paid  nearly  mna  times 
revenues  for  Ascend. 

The  speed  with  which  GEC  has  acted 
betrays  a welcome  sense  of  urgency  - 
perhaps  die  management  felt  Just  a little 
vulnerable  sitting  on  all  that  cash.  And. 
since  it  will  still  have  £lbn  ($1.6bn)  left 
once  all  the  recent  deals  are  done,  the 
balance  sheet  is  hardly  stretched.  More 
acquisitions  will  sorely  follow.  GEC  also 
has  to  think  about  what  it  should  do  with 
Marconi  Systems,  its  unrelated  collection 
of  industrial  businesses.  But  the  faster  the 
group  beefs  up  its  telecoms  operation,  the 
less  that  will  matter. 


Allied  Domecq 


Fujitsu 


Another  day,  another  profits  warning 
from  a Japanese  electronics  company.  But 
Fujitsu  is  different.  Although  the  com- 
pany expects  profits  this  year  to  be  30  per 
cent  lower  than  it  forecast  last  autumn. 
Fujitsu  is  at  least  still  predicting  profits. 
On  this  score  alone,  it  knocks  spots  off  its 
rivals  among  Japan's  big-five  electronics 
groups.  Hence  the  resilience  of  the  shares, 
which  have  outperformed  the  Nikkei  by 
nearly  80  per  cent  in  the  past  two  years. 

Fujitsu’s  secret  has  been  its  relative 
fleet-footedness  among  the  lumbering 
mammoths  of  Japanese  electronics.  It  has 
diversified  away  from  manufacturing: 
software  and  services  now  account  for 
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Europe  today 

Much  of  north-western  Europe  will 
be  unsettled  with  strong  winds  and 
heavy  rain.  North-east  Europe  and 
Scandinavia  will  be  unsettled  with 
wintry  showers  and  snow. 

Southern  France  and  the  Iberian 
peninsula  will  be  fine  apart  from 
the  occasional  Ught  shower.  The 
rest  of  the  Mediterranean  will  be 
dry,  warm  and  settled  with  a good 
deal  of  sunshine,  although  there 
will  be  a chance  of  Ught  showers 
over  Greece  and  southern  Italy. 

Rve-day  forecast 

North-western  Europe  will  remain 
windy,  with  colder  conditions 
moving  south  from  Wednesday. 
Southern  Scandinavia  will  be  windy 
with  heavy  snow.  Eastern  Europe 
win  become  milder.  The  Iberian 
peninsula  win  turns  less  settled 
and  colder  as  high  pressure  moves 
west  There  uriH  be  more  snow 
over  the  Alps  on  Thursday. 
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TODAY’S  TEMPERATURES 
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Manufacturing  in  further 
boost  to  US  economy 


35  per  cent  of  sales.  This  has  provided  a 
cushion  as  Fujitsu’s  manufacturing  busi- 
nesses have  come  under  the  And  a 
much-needed  one,  since  the  outlook  for 
memory  chips  and  telecommunications 
equipment  remains  appallingly  bleak. 

The  challenge  far  Fujitsu  is  how  to  con- 
tinue expanding  its  successful  software 
and  services  side  - fCL  in  the  UK  and 
Amdahl  in  the  US.  The  computer  services 
sector  is  consolidating  at  the  worst 
moment.  Fujitsu  hag  nn  push  for  acquisi- 
tions, while  its  shares  carry  too  much 
manufacturing  baggage.  Spinning  off 
minority  shareholdings  in  both  nmrquiiiiia 
would  make  sense.  The  fact  that  Fujitsu 
hag  even  mooted  thin  demonstrates  why 
Its  shares  are  outperforming.  But  to 
cement  the  premium  rating,  it  needs  to 
follow  through. 


Whenever  Allied  Domecq’s  share  price 
takes  another  step  downwards,  the  man- 
agement thTRRheg  around  In  search  of  a 
solution.  Talk  of  a big  strategic  move  has 
veered,  with  monotonous  regularity,  from 
merging  Its  spirits  business  with  another 
Diageo-challenged  player  to  demerging 
spirits  from  retailing.  In  the  absence  of  a 
deal,  it  must  be  time  to  look  at  the  latter 
again  Meanwhile,  Allied’s  earnings  per 
share  remain  above  those  of  Diageo,  and 
yet  its  Mg  rival’s  price  is  not  fer  short  of 
700p  compared  with  Allied’s  473p.  The  dif- 
ference Is  that  Diageo  is  on  the  move  after 
its  mega-merger.  But  Allied  seems  stuck. 

But  so  negative  Is  sentiment  about 
Allied  that  break-up  values  have  sunk  as 
low  as  550p  a share,  giving  little  to  go  for 
once  demerger  costs  and  uncertainty  have 
been  factored  in.  For  the  spirits  business, 
a valuation  of  £4bn  implies  a prlce/earn- 
lngs  ratio  of  only  15.  This  allows  nothing 
for  the  numerous  ways  in  which  the  busi- 
ness could  be  taken  forward.  It  could  still 
end  up  in  a value-creating  deal;  or  its 
brands  - which  include  Ball  an  tine's, 
Sauza  and  Beefeater  - could  be  sold;  or  it  ! 
could  even  resume  expanding.  The  retail  | 
business  is  even  cheaper  after  last 
month’s  profits  warning,  but  there  are 
several  ways  to  refocus  the  portfolio. 

With  an  ambitious  new  finance  director 
and  increasing  pressure  to  stop  the  share 
price  rot,  something  really  should  happen 
thin  time. 


By  Gerard  Baker  In  Washington 

US  manufacturing  bounced  back 
from  an  eight-month  malaise  last 
month,  giving  further  momentum  to 
the  already  super-charged  American 
economy,  according  to  an  influential 
survey  of  the  nation’s  purchasing 
managers  yesterday. 

The  National  Association  of  Pur- 
chasing Management  (NAPM)  said 
its  main  index  of  manufacturing 
activity  Jumped  in  February  by  2.9 
percentage  points  to  52.4.  the  first 
reading  since  last  May  In  which 

more  than  half  of  tha  respondents 

reported  an  increase  in  activity. 

The  improvement  suggests  that 
manufacturing,  the  one  weak  spot  In 
the  US  economy  in  the  last  year, 
may  have  already  -recovered  from 
the  effects  of  the  overseas  turmoil 
that  once  threatened  to  produce  a 
much  more  significant  slowdown. 

“Though  it  may  be  premature  to 
say  that  manufacturing  is  back,  par- 
ticularly with  the  persistent  softness 
In  prices,  thi« . . . signals  a possible 
reversal  of  recent  fortunes,"  said 


Norbert  Ore,  chairman  of  the 
NAPM's  manufacturing  business 
survey  committee. 

New  orders  led  the  recovery,  with 
a leap  in  the  number  of  purchasing 
managers  reporting  an  increase  and 
a sharp  fall  in  those  reporting  a 
decline. 

There  were  also  early  signs  of  a 
rebound  in  the  hard-hit  export  sec- 
tor. For  the  first  time  in  more  than  a 
year  more  respondents  reported  a 
rise  than  a fall. 

Employment  remained  weak,  but 
manufacturers’  payrolls  tend  to  lag 
behind  changes  in  new  orders  by 
several  months.  Economists  believe 
the  decline  in  manufacturing 
employment  in  the  last  year  may  be 
about  to  come  to  an  end. 

Separately,  the  Commerce  Depart- 
ment recorded  another  surge  in  con- 
struction spending  In  January.  Over- 
all spending  rose  by  1.6  per  cent 
after  a 1.4  per  cent  increase  in 
December,  the  department  said. 

The  public  sector  again  led  the 
way,  recording  a 5.9  per  cent 
increase,  driven  by  new  road-build- 


ing projects.  But  private  residential 
construction  was  also  strong. 

In  another  report,  the  Commerce 
Department  said  personal  income 
rose  by  0.6  per  cent  in  January, 
while  spending  grew  by  0.3  per  cent. 
The  personal  savings  rate,  which 
has  been  in  negative  territory 
recently,  was  0.1  per  cent 

Overall  the  monthly  figures  con- 
tinue to  emphasise  the  remarkable 
strength  of  the  US  economy. 

In  the  final  three  months  of -last 
year  gross  domestic  product  expan- 
ded at  a 6.1  per  cent  annual  pace, 
equal  to  the  best  performance  in  15 
years,  and  the  early  figures . for 
1999  indicate  only  a slight 
slowdown. 

But  more  remarkable  still  is  the 
failure  of  that  exuberant  demand 
growth  to  push  inflation  higher. 
Policymakers  at  the  Federal  Reserve 
are  puzzling  over  the  combination  of 
accelerating  growth  and  declining 
Inflation,  but  as  long  as  it  continues 
they  are  hesitant  to  cut  short  the 
best  US  economic  performance  in  30 
years. 


US  Congress  plans  moves  to 
limit  risks  from  hedge  funds 


By  Richard  Woffle  to  Washington  and 
Tracy  Corrigan  In  New  York 


US  Republican  and  Democratic 
congressmen  are  planning  a series  of 
interventions  - from  new  legislation 
to  tighter  regulations  - to  tackle  the 
risks  that  hedge  funds  pose  to  the 
International  banking  system. 

In  the  wake  of  last-year’s  near- 
collapee  of  Long-Term  Capital  Man- 
agement, whose  rescue  was  co- 
ordinated by  the  Federal  Reserve  of 
New  York,  the  leaders  of  the  House 
banking  committee  appear  deter- 
mined to  strengthen  the  regulation 
and  reporting  of  bank  lending  to 
hedge  funds. 

James  Leach,  the  Republican  com- 
mittee chairman,  said  in  an  inter- 
view last  week;  "The  result  is  the 
important  thing  Whether  it  comes 
through  legislation  or  regulation  is 
of  a lesser  significance.  But  the  only 
truly  credible  way  of  looking  at  the 
whole  hedge  fund  issue  from  a regu- 
latory perspective  is  clearly  on  the 
banking  side." 

A report  in  January  by  the  Basle 
committee  of  banking  supervisors 


concluded  that  most  of  the  risks 
arising  from  hedge  funds  could  be 
dealt  with  by  improved  standards  at 
banks.  It  also  noted  it  would  be 
difficult  to  regulate  hedge  funds 
directly,  since  many  are  based  off- 
shore. 

Mr  Leach  said  there  was  a particu- 
lar need  for  the  leaders  of  the  Group 
of  Seven  industrialised  countries  to 
address  the  problem  of  hedge  funds 
based  offshore,  where  they  could 
avoid  regulatory  supervision. 

Mr  Leach  has  already  said  that 
banks  need  to  change  their  approach 
to  funds  based  outside  the  US. 

Mr  Leach  added  that  hedge  funds 
such  as  LTCM  were  “dubiously- 
leveraged"  and  placed  hank  capital 
at  serious  risk. 

"This  ill  fits  any  idea  of  prudential 
banking  practices,  and  it's  made  all 
the  worse  by  the  potential  for  self- 
dealing in  situations  where  banks  or 
their  officers  are  also  investors  in  a 
particular  hedge  fund."  he  said. 

The  activities  of  hedge  funds  are 
largely  unsupervised.  However.  US 
regulators  have  already  shifted  their 
stance  after  the  bail-out  of  LTCM  by 


14  financial  institutions  last  year.  On 
February  1.  the  New  York  Federal 
Reserve  issued  new  best  practice 
guidelines  for  regulators  assessing 
hanks’  dealings  with  hedge  funds. 

Hedge  funds  have  traditionally 
told  lenders  little  about  their  invest- 
ments. ostensibly  to  prevent  rivals 
from  learning  about  their  secret 
strategies. 

Senior  Wall  Street  executives  say 
their  firms  now  require  greater  dis- 
closure by  the  hedge  funds  tbey  deal 
with  and  have  reduced  exposure. 

A Wall  Street  industry  grouping  of 
12  financial  institutions  is  seeking  to 
establish  best  practice  for  banks  and 
securities  firms,  which  some  see  as 
an  alternative  to  direct  regulation. 

The  capital  markets  subcommittee 
of  the  House  hanking  committee  will 
hold  several  hearings  this  week  on 
the  relationship  between  banks  and 
hedge  funds  with  a view  to  possible 
legislative  action  later  this  year. 

John  LaFalce.  the  Democratic 
leader  on  the  committee,  said  there 
was  broad  support  for  fire  need  to 
take  action  to  improve  the  policing 
role  of  bank  regulators. 
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Packard  Bell  NEC  plans  listing 

T^raw  Europeai  president  of  PackaS  Bell 
NEC  said  the  Japanese-controlled  personal 
computer  group  would  look  for  a $2bn  Jistinn 
of  3 h°Wing  company  encompassing 
rts  global  operations.  Michel  Fromont  warned 
ttiat  if  the  lossmaking  US  operations  were  not 
ttimed  round  the  European  and  Asia-Pacific 
business  would  pursue  Its  own  move  to  the 
public  markets.  Page  19 

Pop  star  bonds  hit  wrong  note 

It  is  two  years  since 
the  banking  community 
watched  gleefully  as 
investors  scrambled  to 
subscribe  to  a $55m 
bond  issue  backed  by 
the  future  earnings  of 
David  Bowie  (left),  one 
of  the  world's  top  pop 
stars.  But,  although 
other  big  music  names 
have  launched  “Bowie 
Bonds"  toe  develop- 
ment of  the  market  for  securitising  music  royal- 
ties has  been  slower  than  expected.  Page  21 

EIB  launches  Czech  bond  package 

The  European  Investment  Bank,  the  financing 
arm  of  toe  European  Union,  has  launched  a 
Kc30bn  (€793.5m)  bond  programme  in  the 
Czech  Republic.  The  koruna  programme,  the 
ElB's  first  in  toe  country,  is  likely  to  create 
benchmarks  for  long-term  paper.  Page  % 

Budget  bounces  Bombay  higher 

The  euphoric  response  to  India’s  weekend  bud- 
get is  likely  to  continue  following  cuts  to  interest 
rates.  Continued  buying  drove  toe  benchmark 
BSE-30  index  up  4 per  cent  to  breach  the  3,500 
barrier  for  toe  first  time  this  year.  The  index 
closed  up  124  at  3,523.  Page  38 

UK  manufacturing  keeps  pound  high 

The  pound  spent  most  of  toe  trading  session  in 
London  above  the  key  SI  .60  level  after  the 
release  of  surprisingly  strong  data  on  UK  manu- 
facturing business  confidence.  Page  27 

TV  Azteca  chief  pledges  rescue 

Ricardo  Salinas  Pliego,  chairman  of  TV  Azteca. 
has  told  shareholders  toe  Mexican  broadcaster 
is  in  trouble,  a rare  act  of  contrition  anywhere  in 
Mexico,  let  alone  by  one  of  its  brashest 
tycoons.  He  promised  to  improve  Azteca’s  very 
poor  audience  ratings  and  to  cut  costs.  He  has 
also  dispatched  a public  relations  company  to 
ask  media  analysts  how  Azteca  could  improve 
rts  image.  Page  22 

Thai  banks  tempt  cautious  investors 

Thai  banks  have  resorted  to  unusual  capital- 
raising  exercises,  to  lure  cautious  investors  and 
to  try  to  avoid  sharp  dilutions  In  controlling 
shareholders'  equity.  Thailand's  15  commercial 
banks  will  collectively  have  to  raise  $3bn  if  only 
half  their  current  non-performing  loans  are  writ- 
ten off.  Page  21 
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Reltec  is  acquired  by 
UK’s  GEC  for  $2.1  bn 

British  group  puts  cash  from  defence  sale  into  telecoms 


By  Christopher  Price  In  London 
and  Roger  Taylor  m San  Francisco 

General  Electric  Company  of 
the  UK  yesterday  moved  to 
underline  its  credentials  as  a 
telecommunications  company 
with  the  S2.1bn  (£1.3bnl  acqui- 
sition of  Reltec  Corp.  a US  net- 
working products  group. 

The  purchase  comes  just  sue 
weeks  after  GEC-  agreed  to  sell 
its  defence  business  to  British 
Aerospace  for  £7bn  and 
declared  its  intention  to  build 
up  its  telecoms  operations. 

GEC  will  use  proceeds  from 
its  £2.2bn  rash  pile  to  fund  the 
Reltec  purchase.  It  will  not 
receive  any  proceeds  from  the 
defence  sale  for  some  months 
while  competition  authorities 

scrutinise  the  deal.  But  Lord 
Simpson,  chief  executive,  said 
the  UK  group  still  had  some 
£lbn  in  cash  and  would  con- 
tinue to  seek  acquisitions. 

“We  still  have  plenty  of  fire- 
power left,"  he  said,  adding 
that  the  US  was  the  most 
likely  market  and  high  tech- 
nology companies  the  targets 
for  further  activity. 

Cleveland-based  Reltec  pro- 
duces cables  and  equipment 
for  both  power  transmission 


and  communications  compa- 
nies. It  is  best  known  for  its 
communications  products,  in 
particular  its  digital  loop  car- 
rier products  - devices  which 
connect  copper  telephone  lines 
to  high-speed  fibre  optic 
cables.  The  company  has 
about  IS  per  cent  of  the  J2.4bn 
US  market  for  these  products. 

GEC  believes  Reltec ’s  posi- 
tion. particularly  its  strong 
customer  base,  will  help  Mar- 
coni Communications  to  pene- 
trate the  US  market. 

"This  gives  Marconi  prod- 
ucts access  to  the  US  market, 

which  is  where  SO  per  cent  of 
the  telecoms  market  is,"  said 
Lord  Simpson. 

Reltec  employs  some  6,600 
people.  Group  sales  last  year 
reached  $lbn,  a rise  of  13  per 
cent,  with  net  income  of  $30m. 
Its  customers  include  Ameri- 
tech,  AT&T,  Bell  Atlantic, 
Sprint  and  WorldCom  MCI. 

The  &Llbn  price  tag  Includes 
5361m  of  debt.  The  $29.50  a 
share  offer  represents  a 36  per 
cent  premium  to  Friday's  dos- 
ing price,  and  Kohlberg  Kravis 
Roberts  & Co,  the  US  invest- 
ment group,  has  pledged  its  81 
per  cent  shareholding  in 
favour  of  the  deal.  GEC  said 


the  acquisition  would  be 
immediately  earnings  enhanc- 
ing. Its  shares  rose  22p  to  520p 
on  the  London  market. 

The  Reltec  deal  is  also  likely 
to  win  support  from  those  ana- 
lysts who  have  argued  that 
Marconi  Communications  is 
too  small  to  compete  with 
giants  tike  Lucent  of  the  US  or 
Nortel  Networks  of  Canada, 
despite  being  prominent  in 
optical  communications  and  in 
some  data  and  internet  tech- 
nologies. 

However,  Lord  Simpson 
tried  to  deflect  disappointment 
among  some  observers  who 
had  hoped  for  a bigger  acquisi- 
tion. “It's  not  who's  the  big- 
gest in  this  market  but  who’s 
the  quickest,  and  we  certainly 
think  we  are.  Obviously,  size  is 
important  but  it  depends  on 
which  part  of  the  market  you 
are  in." 

Claude  Romans  of  Ryan 
Hanlon  Kent,  the  US  telecoms 
industry  research  group,  said 

GEC  had  yet  to  demonstrate 
a dear  and  consistent  strategy 
in  telecommunications  and 
described  the  Reltec  acquisi- 
tion as  “bargain  hunting". 
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Fujitsu  issues  full-year  profits  warning 


By  Pad  Abrahams  in  Tokyo 

Fujitsu,  the  Japanese  software 
and  services  company,  yester- 
day warned  its  full-year  sales 
and  profits  would  be  lower 
than  projected.  The  group 
blamed  worse  than  expected 
domestic  sales  of  telecommuni- 
cations equipment. 

It  said  domestic  sales  would 
tumble  25  per  cent  to  Y455bn 
($3.79bn),  while  overseas  sales 
would  rise  18.8  per  cent  to 
YSlObn. 

NTT.  the  dominant  domestic 
carrier,  announced  over  the 
weekend  that  it  would  cut  its 
capital  spending  further  next 
year  resulting  In  consolidated 
operating  profit  in  the  tele- 


Electronics  group  blames  25%  fall  in  domestic  sales 


corns  equipment  division  fall- 
ing from  YlOObn  to  Y25bn. 

Fujitsu  also  warned  an 
increased  restructuring  charge 
for  its  electronic  devices  divi- 
sion which  includes  semi-con- 
ductors would  force  the  par- 
ent company  to  post  a net  loss 
of  Y20bn,  its  first  such  loss 
since  March  1993.  The  Y85bn 
charge  includes  the  cost  of  dis- 
posing of  its  UK  D-Ram  plant. 

The  downgrade  is  the  latest 
in  a series  announced  by  the 
Japanese  electronics  conglom- 
erates, which  have  been  hit  by 
a severe  downturn  in  domestic 
corporate  capital  spending  and 


a price  collapse  in  the  semi- 
conductor market.  NEC.  Tosh- 
iba and  Hitachi  have  all 
unveiled  profits  warnings. 

However,  unlike  those 
groups.  Fujitsu  expects  to  post 
consolidated  profits  rhfc  year, 
underlining  the  strength  of  its 
overseas  operations. 

The  company,  which  owns 
Amdahl  in  the  US  and  ICL  in 
the  UK,  said  consolidated  oper- 
ating income  would  be  Yl30bn, 
against  its  previous  forecast  of 
YISObn  and  last  year's  figure 
of  Y177-3bn_  Net  profits  would 
be  just  Y20bn,  against  an  ear- 
lier prediction  of  Y45bn  and 


last  year’s  result  of  Y5.5bn. 
Sales  would  be  Y3,170bn 
against  Y3.229bn  last  year. 

Parent  company  sales  would 
be  Y3.170bn  down  Y50bn  on 
previous  forecasts  and  against 
Y3,229bn  last  year.  The  group’s 
shares  fell  Y35  to  Y1.W5. 

In  a recent  interview  with 
the  Financial  Times.  Naoyuki 
Akikusa.  Fujitsu's  president, 
said  the  hard  disk-drive  busi- 
ness was  doing  well  and  main- 
frames. software  and  services 
were  still  profitable. 

Yesterday,  the  company  said 
sales  of  the  computers  and 
information  processing 


systems  division  would  rise 
12.6  per  cent  in  the  current 
year  to  Y3,750bn.  The  divi- 
sion's overseas  sales  would 
jump  36.7  per  cent  to  Yl,565bn. 

But  the  question  was 
whether  these  businesses 
could  cover  the  losses  else- 
where, in  particular  D-Rams. 
said  Mr  Akikusa.  “The  D-Ram 
problem  is  so  big  that  it  is 
difficult  to  be  optimistic." 

The  outlook  for  D-Ram 
prices  is  bleak.  The  brokers, 
Warburg  Dillon  Read,  warned 
yesterday  that  prices  last  week 
weakened  from  $10  to  $9.50, 
and  could  soften  further. 

Lex,  Page  16;  NTT  warns  of 
profit  fall.  Page  18 


BNP  in  threat  to  boycott  Credit  Lyonnais  sale 


Bank  of 
Scotland 
teams  up 
with  Pat 
Robertson 


By  George  Graham  tai  London  and 
John  Authers  in  Haw  York 


By  Samer  tsfcandar  in  Paris 


Banque  Nationale  de  Paris, 
France's  third  largest  bank, 
yesterday  signalled  that  it  was 
unlikely  to  participate  in  the 
privatisation  of  Credit  Lyon- 
nais unless  the  terms  of  the 
sale  allowed  it  to  play  the  lead- 
ing role. 

“What  will  improve  profit- 
ability is  not  just  bolding  a 
stake,  but  having  a [common] 
policy,"  said  Michel  Pfibereau, 
BNP  chairman. 

The  bank’s  statement  fol- 
lowed its  offer  last  month  to 
forge  an  “industrial  project" 
with  Credit  Lyonnais,  leading 
to  a merger  of  the  two.  Under 
the  plan,  BNP  offered  to  guar- 
antee the  jobs  of  the  30,000 
gtaff  of  Credit  Lyonnais  in 
exchange  for  a leading  role  in 
the  privatisation. 

Without  a merger,  analysts 
say.  BNP  risks  being  marginal- 
ised following  the  recent 


announcement  of  a merger 
between  its  rivals  Soctete 
Gtoferale  and  Paribas. 

Under  the  terms  of  a govern- 
ment plan  agreed  in  May  last 
year  with  European  competi- 
tion regulators,  the  French 
government  is  to  sell  30-33  per 
cent  of  Credit  Lyonnais  to  a 
group  of  “partner  sharehold- 
ers" in  coming  weeks. 

Up  to  60  per  cent  will  be 
floated  on  the  stock  market  by 
June  while  the  government 
will  retain  less  than  10  per 
cent 

Paris  has  not  yet  announced 
the  final  terms  of  the  sale, 
notably  the  number  of  partner 
shareholders  and  the  size  of 
their  stakes. 

BNP  hopes  its  offer  to  guar- 
antee jobs  will  appeal  to  the 
socialist  government  which 
has  put  job  creation  at  the  top 
of  its  agenda. 

“If  there  is  no  possibility  of 
building  an  industrial  project 


[with  CL]  then  participating  in 
the  privatisation  will  not  be  a 
strategic  priority  for  us  ” said 
a BNP  executive. 

BNP’s  offer,  however,  is 
strongly  opposed  by  Jean  Pey- 
relevade,  Crfedit  Lyonnais 
chairman,  who  is  fighting  to 
prevent  rival  commercial 
banks  from  becoming  large 
shareholders  after  the  privati- 
sation. 

Mr  Pfebereau  has  insisted  a 
merger  was  possible  only  if  the 
two  banks’  managers  were 
willing  to  co-operate. 

BNP  yesterday  reported  net 
profits  of  €l.llbn  <$l-2bn),  up 
23  per  cent,  in  spite  of  large 
provisions  for  exposure  to 
Asian  emerging  markets. 

Specific  provisions  of  €382m 
were  allocated  to  Korea,  Indon- 
esia, Malaysia,  the  Philippines 
and  Thailand,  up  from  €90m  in 
1997. 

Russian  exposure  resulted  in 
another  €219m  in  provisions. 


BNP  also  said  it  aimed  to 
improve  pre-tax  return  on 
equity  on  its  domestic  banking 
operations  by  one  percentage 
point  every  year,  and  achieve 
return  on  equity  of  18  per  cent 
on  average  over  the  business 


cycle  ou  its  global  customers 
and  markets  activities.  With 
return  on  equity  of  11.8  per 
cent  last  year.  BNP  claims  it 
was  France's  most  profitable 
bank.  Its  shares  closed  down 
2.5  per  cent  at  C70.9. 


Rank  of  Scotland  is  to  team  up 
with  Pat  Robertson,  the  televi- 
sion evangelist,  to  launch  a US 
direct  hanking  operation. 

The  model  for  the  venture  is 
Sainsbury's  Bank,  the  tele- 
phone banking  business  that 
Rank  of  Scotland  launched  in 
the  UK  in  1997  in  partnership 
with  the  J.  Sainsbury,  the  UK 
supermarket  group. 

This  time,  the  Scottish  bank 
will  walk  down  the  aisle  with 
a preacher,  businessman  and 
former  candidate  for  the  US 
presidency,  whose  Christian 
Broadcasting  Network  reaches 
some  55m  viewers  a year. 

Direct  telephone  banking  is 
less  developed  in  the  US  than 
in  the  UK  Many  banks  have 
envied  the  success  of  First 
Direct,  a subsidiary  of  the 
HSBC  hanking  group  and  sev- 
eral banks  are  doing  business 
over  the  internet. 

William  Hendry,  who  heads 
Bank  of  Scotland's  US 
operations,  said  the  alliance 
was  formed  out  of  “serendip- 
ity" after  he  had  met  Mr 
Robertson.  Although  Mr 
Robertson  might  seem  an 
unlikely  partner  for  the  Scot- 
tish bank,  Mr  Hendry  said  he 
brought  entrepreneurial  spirit, 
knowledge  of  banking  and  of 
American  consumers’  prefer- 
ences. Mr  Robertson’s  first 
link  with  British  business  was 
his  appointment  as  a director 
of  Laura  Ashley,  the  fashion 
retailer,  in  January. 

Applications  to  set  up  the 
bank,  in  which  Robertson 
Financial  Services  will  own  a 
substantial  minority  stake, 
will  be  filed  today  with  US  reg- 
ulators. 

This  unlikely  combination  of 
God  and  Mammon  has  not 
been  named.  Some  insiders 
have  dubbed  it  the  Good 
Lard's  Bank.  However,  the 
operation  is  expected  to  be  for- 
mally called  New  Foundation 
Bank.  Peter  Burt,  chief  execu- 
tive of  Bank  of  Scotland, 
denied  the  bank  would  be  tak- 
ing unfair  advantage  of  Mr 
Robertson's  followers. 

He  said:  “Rather  than 
exploiting  its  customer  base, 
we  believe  the  New  Founda- 
tion Bank  is  going  to  exploit 
anomalies  in  the  market 

“The  objective  is  to  provide 
the  American  consumer  with  a 
bank  that  is  committed  to  ser- 
vice and  value.” 


Laidlaw  warns  ambulance 
weakness  will  hit  earnings 


By  Edward  Alden  in  Toronto 


Shares  in  Laidlaw,  North 
America's  largest  specialty 
transportation  company,  fell 
sharply  yesterday  after  the 
company  warned  it  would  fail 
to  meet  second-quarter  earn- 
ings forecasts  and  would  take 
a US$250m  charge  next  quarter 
to  restructure  its  ailing  ambu- 
lance business. 

Laidlaw  shares  dropped 
more  than  15  per  cent,  down 
C$1.85  to  C$9.75  in  midday 
trading  on  the  Toronto  Stock 

Exchange. 

The  company  also 
announced  it  had  reached  an 
expected  settlement  with  the 
US  Internal  Revenue  Service 
that  will  cost  USS226m  after 
tax.  Laidlaw  had  been  toeing  a 
bill  of  as  much  as  USSaOOm 
after  a US  tax  court  last  year 
disallowed  tax  claims  involv- 
ing a now-defunct  Dutch 
subsidiary. 

Over  the  last  two  years  Laidr 
law  has  transformed  itself 
through  acquisitions  from 
North  America’s  third  largest 
waste  management  company 


into  a transportation  company 
specialising  in  passenger  bus 
and  ambulance  services.  Last 
year  the  company  made  38 
acquisitions,  including  the 
US$470m  purchase  of  Grey- 
hound Lines  in  the  US  and 
dozens  of  small  ambulance 
providers. 

Analysts  said  the  company's 
bet  that  ambulance  services 
could  be  operated  on  the  same 
large-scale  basis  as  municipal 
and  school  bus  transit  had  qot 
paid  off.  “There  has  been  a 
fundamental  deterioration  in 
the  business,”  said  one.  This 
was  primarily  because  US 
health  management  organisa- 
tions and  the  government  have 
scaled  back  on  ambulance 
transportation  in  an  attempt 
to  cut  costs  of  emergency 
services. 

Laidlaw  has  also  run  into  a 
series  of  problems  in  its  ambu- 
lance division,  including  union 
difficulties  that  forced  the 
company  out  of  Chicago  and 
problems  with  Integrating 
some  of  its  new  acquisitions. 
In  addition,  competition  from 
local  providers  remains 


intense  in  many  cities.  Reve- 
nue from  ambulance  services, 
which  accounts  for  a third  of 
Laidlaw’s  total  revenue,  fell 
more  than  II  per  cent  in  the 
first  quarter  of  this  year  from 
the  same  period  in  1996. 

Laidlaw  said  its  second-quar- 
ter operating  earnings  will  be 
10  to  IS  cents  per  share  rather 
than  the  18  to  19  cents  forecast 
by  analysts.  In  addition,  the 
company  will  take  a one-time 
charge  of  US$20m,  or  six  cents 
a share,  related  to  the  tax  set- 
tlement The  shortfall  is  pri- 
marily due  to  poor  results  in 
the  ambulance  business. 

“Our  ambulance  operating 
results  are  both  disappointing 
and  unacceptable,"  said  John 
Grainger,  Laidlaw  executive 
vice-president  and  chief  oper- 
ating officer.  The  chief  execu- 
tive of  American  Medical 
Responses,  the  ambulance 
group,  resigned  yesterday. 

Mr  Grainger  said  each  of  the 
unit’s  250  operating  locations 
would  be  re-examined  to  iden- 
tify further  savings.  Several 
locations  are  likely  to  be  sold 
off  or  closed,  he  said 


This  announcement  appears  as  a matter  of  record  only 


from  the  National  Industries  Group 
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CONGLOMERATES  BUFFETINGJ3Y  REGIONAL  CRISIS  IS- OFFSET  WITH  $2.7bn  ASSETS  SALE 

Disposals  Oft  First  Pacific 


By  Louise  Lucas  in  Hong  Kong 

First  Pacific,  one  of  Asia’s 
biggest  conglomerates,  yes- 
terday reported  a 70  per  cent 
rise  in  net  profits  to 
US$360.5m  for  the  last  calen- 
der year. 

However,  gains  were 
achieved  on  the  back  of  a 
hefty  disposal  programme; 
stripping  out  exceptional 
items,  net  profits  plunged 
75.6  per  cent  to  S40.5m,  lower 
than  market  expectations. 

While  First  Pacific 
embarked  on  its  $2.7bn  asset 
disposal  programme,  its 
Asia-based  businesses  were 
buffeted  by  the  regional  cri- 
sis. 

Telecoms  businesses  have 


been  hit  by  cash  flow  prob- 
lems; the  Hong  Kong-based 
First  Pacific  Bank  made  big 
provisions  while  its  net 
interest  margin  has  con- 
tracted; and  tight  credit  and 
falling  values  have  under- 
mined property  interests. 

“Last  year  was  the  most 
challenging,  most  dramatic 
and  without  question  the 
busiest  year  in  First  Pacific's 
history."  said  Manuel  Pangfl- 
Inan.  executive  chairman. 

The  company  responded  to 
the  Asian  financial  crisis  by 
hiving  off  non-core  activities 
and  concentrating  on  four 
sectors  - consumer,  tele- 
coms, property  and  hanking 
- in  which  it  can  create  syn- 
ergies. 


It  also  sold  off  non-Asian 
assets  such  as  Hagemeyer, 
the  Dutch  trading  concern, 
and  built  up  reserves  which 
have  been  used  to  reduce 
debt  and  buy  assets  which 
meet  the  criteria  of  having 
an  Asian  focus  and  healthy 
cash  Oow. 

This  has  bolstered  the 
company's  balance  sheet  - 
net  indebtedness  was  more 
than  halved  at  the  year  end, 
from  $2.94bn  in  1997  to 
$1.29bn  - and  also  changed 
the  geographical  spread. 

Following  the  purchase  of 
a controlling  stake  in  Philip- 
pine Long  Distance  Tele- 
phone at  the  end  of  last  year, 
some  63  per  cent  of  First 
Pacific's  investments  are  in 


the  Philippines  and  48  per 
cent  relate  to  telecoms.  Mr 
Pangllinan  said  the  inten- 
tion was  to  build  a broader 
portfolio  as  and  when  oppor- 
tunities arise. 

At  the  same  time, 
would-be  buyers  are  circling 
parts  of  First  Pacific,  first 
Pacific  Bank  has  attracted 
interest,  although  nothing 
has  been  agreed  and  price 
seems  to  be  the  sticking 
point. 

The  bank's  contribution  to 
group  profits  was  around 
one-quarter  of  1997  levels, 
from  $22. 4m  to  $5-9m. 

On  a per-share  basis,  first 
Pacific’s  earnings  fell  75.7 
per  cent,  from  7.04  cents  to 
L71  cents  excluding  excep- 
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Manual  Pangfflnan:  looked  back  on  ‘dramatic*  year  AP 

tional  items.  Including  net  Shareholders  . are  to 
exceptionals,  earnings  per  receive  a final  dividend  of  26 
share  rose  69.4  per  cent,  cents,  giving  a full  year  pay- 
from  8.98  cents  to  15.21  out  of  58  cents  compared 
cents.  with  $2.19  a year  earlier. 


NTT  warns  of  Sumitomo  Rubber  surprises 

I Cl  I 11  I H 1 I Alexandra  Harney  in  Tokyo  buoyed  by  a strong  yen  and  company  said  this  reflected  pre-tax  profits,  which  pro- 
■*-**’A^  a reduction  in  domestic  Y2.6bn  worth  of  extraordi-  vide  a better  picture  of  per- 


By  Michiyo  Nakamoto  in  Tokyo 

Nippon  Telegraph  and 
Telephone,  Japan’s  domi- 
nant carrier,  warned  that 
non-consolidated  profits  in 
the  coming  year  would  fall 
by  26  per  cent  as  a result  of 
the  country's  prolonged 
recession. 

The  telecommunications 
company  is  being  reorgan- 
ised in  July  into  two  domes- 
tic carriers  and  a separate 
company  in  charge  of 
Ion g-di stance  and  interna- 
tional operations.  It  said  pre- 
tax profits  in  the  year  to 
March  2000  were  forecast  to 
be  Y216bn  tSl-iCbn)  on  reve- 
nues that  were  expected  to 
be  nearly  3 per  cent  lower  at 
Y6,116bn. 

The  gloomy  forecast  will 
mark  the  third  consecutive 
fall  in  NTT's  revenues  and 
profits.  NTT  blamed  the  con- 
tinuing decline  in  economic 
activity,  which  has  led  to 
falling  use  of  conventional 
telephony  services.  Reve- 
nues from  voice  telephony 
services  is  expected  to  fall 
about  5 per  cent  to  Y4,423bn. 

The  decline  in  NTT's  prof- 
its in  the  next  fiscal  year 
underlines  the  severity  of 
Japan's  recession.  Telecoms 
has  been  one  of  the  most 
resilient  sectors  during  the 


downturn  because  of  the 
growth  in  data  and  mobile 
communications.  Profits 
from  NTT's  mobile  commu- 
nications subsidiary,  NIT 
DoCoMo,  are  reflected  in 
consolidated  results. 

The  fall  in  voice  telephony 
will  put  further  pressure  on 
NTT  to  speed  up  the  shift  In 
business  emphasis  to  data 
communications.  NTT 
expects  profits  from  digital 
networks,  used  mainly  for 
data  communications,  to 
increase  22  per  cent  to 
YI.lI9bn. 

NTT  also  said  it  would 
reduce  capital  expenditure 
for  the  third  consecutive 
year,  in  a move  that  will 
have  a significantly  negative 
effect  on  its  suppliers. 

Capital  spending  will  fall 
by  13  per  cent  from  the  cur- 
rent year  to  Yl,520bn, 
largely  because  the  digitalis- 
ation of  switches  will  be 
completed. 

• NTT  is  in  talks  with  Phil-  | 
ippine  Long  Distance  Tele- 
phone about  a capital  alli- 
ance, the  Japanese  business 
daily.  Nihon  Keizai  Shim- 
bun,  reported  yesterday. 

Manuel  Pangilinan,  PLDT 
president,  was  quoted  as  say- 
ing an  agreement  between 
the  companies  was  likely  by 
the  middle  of  this  year. 


By  Alexandra  Harney  in  Tokyo 

Sumitomo  Rubber,  Japan's 
third  largest  tyre  maker, 
surprised  the  country's 
components  industry 
yesterday  by  announcing  a 
36.4  per  cent  jump  in  pre-tax 
profits  to  Yl4.52bn  ($l22m) 
last  year. 

The  results  indicate  that 
Sumitomo,  which  signed  a 
global  alliance  with  Good- 
year of  the  US  last  month, 
was  able  to  capitalise  on  the 
European  market,  where  it 
markets  the  Dunlop  brand, 
better  than  analysts  had 
expected. 

Most  of  the  growth  was 
due  to  brisk  sales  overseas, 


buoyed  by  a strong  yen  and 
a reduction  in  domestic 
inventories,  rather  than  an 
improvement  in  Japanese 
sales,  the  company  said. 
Sales  increased  65  per  cent 
to  Y653.52bn,  despite  a 2.6 
per  cent  decline  in  domestic 
turnover  to  Y282.49bn_ 

But  sales  in  Europe  offset 
the  downturn  at  home. 
Sumitomo  said.  Sales  in 
Europe,  which  is  its  largest 
market  outside  of  Japan, 
were  Y272.l5bn,  excluding 
sales  witbin  the  group, 
although  regional  sales  fig- 
ures from  the  previous  year 
were  not  available. 

Net  profits  in  Europe  slid 
65  per  cent  to  YSJBbn.  The 


company  said  this  reflected 
Y2.6bn  worth  of  extraordi- 
nary charges  taken  in  1997 
when  Sumitomo  reinvested 
cash  reserves  that  were  orig- 
inally set  aside  to  cover  the 
costs  of  closing  a subsidiary 
factory  in  Germany.  Under- 
lying profitability  bad  actu- 
ally improved 

Sales  in  the  U§  and  Can- 
ada totalled  Y9457bn.  while 
those  outside  Japan 
accounted  for  61.6  per  cent  of 
total  turnover,  up  from  575 
per  cent  the  year  before.  Net 
profits  slid  135  per  cent  to 
Y5.03bn. 

Tbe  picture  was  markedly 
worse  at  the  parent  level, 
however.  Parent  company 


pre-tax  profits,  which  pro- 
vide a better  picture  of  per- 
formance in  Japan,  tumbled 
37  per  cent  to  Y651bn,  on 
sales  down  35  per  cent  to 
Y230.24bn.  Net  profits 
plunged  40  per  cent  to 
Y2.75bn.  as  Sumitomo  was 
squeezed  by  falling  prices 
and  weak  demand 
In  1999,  Sumitomo  expec- 
ted group  earnings  before 
taxes  and  exceptionals  to 
increase  12  per  cent  to 
Yl6.5bn  on  sales  down  35 
per  cent  to  Y630bn.  Net  prof- 
its were  expected  to  improve 
to  Y7bn.  However,  these  esti- 
mates did  not  include  poten- 
tial gains  from  the  alliance 
with  Goodyear. 


Chinese  police  halt  futures  fraud 


By  James  Hanfing  in  Shanghai 

Chinese  police  have  broken 
a R MB 30m  <$3.6m)  futures 
trading  case  in  which  main- 
land Chinese  investors  were 
defrauded  of  their  money  by 
a ring  of  gangsters  from 
Hong  Kong,  Macau  and 
Taiwan. 

The  gang,  whose  chief  sus- 
pect was  said  to  be  a Hong 
Kong  resident,  established 
more  than  10  illegal  futures 
brokerages  around  China, 
the  Chinese  News  Service 


reported  yesterday.  Main- 
land Chinese  investors  lost 
all  their  funds  because  their 
buying  and  selling  orders 
were  settled  fraudulently  at 
a company  opened  in  the 
southern  Chinese  city  of 
Guangzhou  in  1996.  No  pur- 
chases were  actually  made 
on  clients’  behalf. 

Beijing  has  been  anxious 
about  the  potential  for  social 
unrest  when  financial  insti- 
tutions collapse  or  defraud 
investors  of  their  savings. 
Zhu  Rongji,  China’s  prime 


minister,  this  month  urged 
that  “steps  must  be  taken  to 
ensure  repayment  of  people's 
savings  to  safeguard  social 
stability". 

In  a comment  that  under- 
lined the  extent  of  problems 
in  the  financial  system,  Mr 
Zhu  was  quoted  saying  that 
some  financial  institutions, 
such  as  urban  and  rural 
credit  co-operatives  and  local 
commercial  banks,  accepted 
deposits  with  high  interest 
rates  and  provided  loans  in 
violation  of  rules  during  the 


second  half  of  last  year. 
“This  led  to  repayment  diffi- 
culties and  bank  runs,"  Mr 
Zhu  said. 

At  the  end  of  last  year, 
more  than  200  angry  inves- 
tors, cheated  in  a separate 
brokerage  scam,  marched 
through  Beijing.  In  that 
case,  thousands  of  people 
invested  their  savings  with 
the  Xin  Guo  Da  brokerage, 
which  had  promised  high 
returns  on  investments  in 
the  volatile  green  bean  and 
soya  futures  markets. 


NEWS  DIGEST 


JAPAN  

Mitsubishi  Chemical  sees 
fall  in  to  the  red 

Mitsubishi  Chemical,  Japan's  largest  integrated  chemicals 
maker,  yesterday  issued  a profits  warning  only  two  weeks 
after  raising  expectations  by  announcing  a restructuring 
plan.  It  revised  down  earnings  estimates  for  the  year  end- 
ing March  31  1999,  citing  weak  demand  in  Asia  apd  a 
stronger  than  expected  yen  in  the  second  half  ofthe  year. 
The  company  lowered  sales  forecasts  from  Yi  .eouon  to 
Y1540bn  ($13bn)  and  said  it  expected  to  post  a pre-tax 
loss  before  exceptionals  of  Y5bn,  against  earlier  forecasts 
of  a Y16bn  profit  The  group  lowered  estimated  net 
income  from  zero  to  a loss  of  Y27bn. 

Two  weeks  ago,  the  company  announced  restructuring 
measures  to  cut  costs  by  Y40bn  a year.  The  restructuring 
would  include  a reduction  in  the  headcount  from  1 1 ,000  to 
9,000  by  March  2001 . Capital  expenditure  would  be  cut 
from  a planned  Y44bn  to  Y35bn  next  year. 

The  company  handled  this  badly.  They  raised  expecta- 
tions when  they  announced  the  restructuring,  then 
betrayed  investors.  They  should  have  announced  the  earn- 
ings revisions  two  weeks  ago  when  they  announced  the  . 
restructuring,'’  said  Philip  Hall,  senior  analyst  at  Schraders. 
The  stock  dosed  down  4.5  per  cent,  or  Y13,  at  Y277. 
Alexandra  Nusbaum,  Tokyo 

FINANCIAL  SERVICES 

Mitsui  Trust  reviews  staffing 

Mitsui  Trust  & Banking  said  yesterday  it  had  not  yet 
decided  on  job  or  wage  cuts  in  connection  with  a merger 
with  Chuo  Trust  & Banking  Co  in  April  2000-  The  Mainichi 
Shimbun  newspaper  reported  on  Monday  that  Mitsui  Trust 
and  Chuo  Trust  planned  to  cut  2,000  jobs  over  the  next 
five  years.  It  also  said  Mitsui  Trust  planned  to  cut  salaries 
by  more  than  10  per  cent  to  bring  them  Into  line  with 
those  at  Chuo  Trust.  In  January,  the  two  trust  banks  said 
they  had  agreed  to  start  talks  to  merge  in  April  2000.  Reu- 
ters, Tokyo 


HONG  KONG 


Sing  Tao  shares  suspended 

Trading  in  shares  of  Sing  Tao  Holdings  was  suspended  at 
the  company's  request  pending  an  announcement  con- 
cerning the  sale  by  chairman  Sally  Aw  of  a 23  per  cent 
interest  to  Hong  Kong  Sunrise  Holdings,  the  Hong  Kong 
Stock  Exchange  said  yesterday.  Sing  Tao  shares  ended  at 
HK$0.90  on  Friday.  Reuters,  Hong  Kong 


IBJ  Securities  to  double  capital 

IBJ  Securities,  a securities  subsidiary  of  Industrial  Bank  of 
Japan,  said  yesterday  h was  to  increase  its  capital  by 
Y35bn  to  Y70bn  ($590m).  Reuters,  Tokyo 

Comments  and  press  releases  about  international 
companies  coverage  can  be  sent  by  e-mail  to 
kitemational.companies@ft.com 
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DUSTRIVARDEN 


Year-End  Report  1998 


• The  increase  in  value  for  the  portfolio  of  listed  stocks  was  5 percent  in  1998  (general 
index:  10  percent).  Since  the  start  of  1999  through  February  24,  the  listed  portfolio  has 
gained  5 percent  (general  index:  5 percent). 

• Net  asset  value  at  year-end  was  SEK 160  per  share  and  CPN,  an  increase  of  7 percent 
for  the  year.  Net  asset  value  per  share  and  CPN  at  February  24, 1999,  was  SEK  168. 

• The  shareholding  in  PLM  was  sold  for  SEK  1.2  billion,  generating  a capital  gain  of  SEK 
712  M. 

• Industrivarden  acquired  SEK  1.2  billion  in  stock  in  Skanska.  Following  the  sale  of  all 
shares  in  Drott,  Industrivarden’s  net  involvement  in  Skanska  increased  by  slightly  more 
than  5EK  800  M . 

J • Consolidated  earnings  after  financial  items  totaled  5EK  2,148  M (2,404).  Of  this  total, 
gains  on  sales  of  stocks  amounted  to  SEK  1,003  M (1,865),  dividends  from  listed  stocks 
SEK  1,067  M (426),  and  other  earnings  items  SEK  78  M (113). 

• The  Board  of  Directors  proposes  a 20  percent  increase  in  the  dividend,  to  SEK  4.50. 
The  average  annual  growth  in  the  dividend  for  the  last  five-year  period  will  thereby 
amount  to  15  percent. 


Market  Value  of  Listed  Stock- 
portfolio  and  Hidden  Reserve 

Hidden  Reserve 
■ Book  Value 


Net  Asset  Value  Per  Share 
and  CPH 


« 96  97  9S  J/2* 
99 


W 95  9<  97  98  */** 
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AB  Industrivarden  (publ.J.  Box  5403,  SE-114  84  Stockholm,  Sweden 
Tel.  +46-08-666  64  qq.  Fax  +46-08-661 46  as 
Internet:  www.industrivarden,se  E-mail:  info@industrivarden.se 


$210,000,000 


Tokheim  Corporation 


Senior  Subordinated  Notes  due  2008 


COMPRISED  OF: 


€75,000,000  1 1 %%  Senior  Subordinated  Notes  due  aooS 
$123,000,000  W/*%  Senior  Subordinated  Notes  due  2008 
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Another  milestone  from  the  leader  in 
high  yield  finance. 
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COMPANIES  & FINANCE:  EUROPE 


*™*™**^  COMPANY'S  RESULTS  AHEAD  OF  FWFraunre 


Packard  Bell 


52?**  profits  rise  63%  as  margins  close  NEC  listing  plan 


Renault,  the  French 
carmaker,  yesterday 
unveDed  a 63  per  cent 
advance  in  annual  profits, 
slightly  ahead  of  expecta- 
tions. while  signalling  it 
expected  a downturn  in  oper- 
ating margins  in  the  current 
year. 

After  a year  in  which  it 
recorded  its  highest  level  of 
annual  sales,  the  company, 
which  is  partly  owned  by  the 
state,  posted  net  income  of 
FFr8£5bn  (€l.85bn.  Jl.Sbni, 


up  from  FFrS.43bn  in  1397. 

But  it  indicated  that  with 
competitive  pressure 
increasing,  it  was  expecting 
a 1999  operating  margin  of 
about  4 per  cent,  against  5.2 
per  cent  last  year. 

Car  sales  were  expected  to 
show  a marked  decline  in 
Turkey  and  in  the  so-called 
Mercosur  markets  of  Latin 
America,  where  the  group 
was,  nevertheless,  expecting 
to  increase  market  share. 
Last  December  it  inaugu- 
rated its  Ayrton  Senna 
assembly  plant  in  BraziL 


Markets  for  industrial 
vehicles  were  likely  to  grow 
in  France  and  Spain,  while 
falling  in  other  European 
countries  and  the  US. 

Louis  Schweitzer,  chair- 
man. described  1998  as  a 
“successful  step"  in  the  com- 
pany's objective  of  long-term 
profitable  growth.  But  the 
reaction  of  trade  onions 
suggested  the  positive  per- 
formance might  set  the 
scene  for  tougher  negotia- 
tions on  working  hours. 

Last  years  turnover  accel- 
erated to  FFr243.9bn,  up 


from  FFr207.9bn  as  unit 
sales  of  passenger  cars  and 
light  commercial  vehicles 
surged  nearly  16  per  cent  to 
more  than  3.1m.  spurred  in 
particular  by  the  success  of 
the  Mfegane  and  Kan  goo 
models. 

Operating  profit  rose  more 
than  five-fold  from  FFr3L03bn 
to  FFrlOJB4bn. 

A dividend  of  FFr5  a 
share,  up  from  FFr3.50,  is 
proposed. 

The  company,  which  has 
set  Itself  a target  of  roughly 
doubling  sales  to  4m  by  2010, 


Is  in  the  final  stages  of  nego- 
tiations to  acquire  a 51  per 
cent  stake  in  Dacia,  Roman- 
ia's state-owned  carmaker, 
and  is  expecting  to  make  an 
announcement  this  month. 

Although  Renault  is 
understood  to  be  offering 

little  more  than  $30m  for  the 
stake.  Mr  Schweitzer  has 
said  the  company  intended 
to  maim  substantial  invest- 
ments in  Dada  so  it  would 
“reach  international  quality 
and  competition  standards". 

Renault  again  confirmed  it 
was  studying  a posable  alli- 


ance with  Japan's  Nissan. 
Lionel  Jospin,  the  French 
prime  minister,  has  signalled 
the  French  political  estab- 
lishment would  back  an 
agreement  between  Renault 
and  a Japanese  company. 

The  market  is  also  await- 
ing more  news  of  the  strate- 
gic plans  of  the  industrial 
vehicles  unit,  whose  operat- 
ing margin  also  improved 
strongly  in  1998.  Patrick 
Fame,  Renault  Vi’s  chair- 
man, recently  hinted  it  could- 
seek  an  alliance  in  the  «man 
track  market. 


Verdict  boosts  Telecom  Italia  and  Olivetti 


By  Paul  Bells  In  Milan 

Telecom  Italia  and  Olivetti 
shares  yesterday  rose  in  a 
falling  Milan  stock  market  in 
the  first  day  of  trading  fol- 
lowing clearance  by  Consob, 
Italy's  stock  market  regula- 
tor. of  Olivetti's  €53bn 
($58bn)  hostile  bid  for  the 
privatised  telecommunica- 
tions company. 

Telecom  Italia's  shares 
closed  1 per  cent  higher  at 
€9.80,  just  below  Olivetti's 
€10  a share  offer  price.  Oli- 
vetti shares  rose  1.8  per  cent 


on  the  back  of  Consob’s 
weekend  verdict. 

However,  Telecom  Italia 
Mobile  shares  fell  4 per  cent 
because  of  concern  that  Tele- 
com Italia's  proposed  merger 
with  its  60  per  cent-owned 
cellular  phone  company 
risked  being  delayed  by  the 
Consob  decision. 

Telecom  Italia's  board  last 
week  gave  Franco  Bernabe, 
the  company's  chief  execu- 
tive. the  mandate  to  study  a 
merger  with  TIM  as  part  of 
the  group’s  longer-term 
industrial  strategy  as  well  as 


Ionian  Bank 
boosts  profits 


By  Kerin  Hope  in  Afltens 

Ionian  Bank,  the  state- 
controlled  Greek  hank  due  to 
be  privatised  this  month,  has 
surprised  markets  by 
announcing  a jump  in  full- 
year  pre-tax  profits  from 
Drl.lbn  to  Drl2.6bn  ($43m). 

A strong  final-quarter  per- 
formance. with  pre-tax  prof- 
its of  Dr7bn  against  a Dr3bn 
loss  the  previous  year, 
helped  Ionian  recover  mar- 
ket share  lost  during  a two- 
month  strike  last  April  and 
May.  Ionian's  unions  staged 
the  strike  in  protest  against 
the  privatisation  plan. 

Haris  Stamatopoulos. 
Ionian  governor,  said  the- 
bank's  staff  launched  “a 
nationwide  crusade”  to  win 
back  business  after  the 
strike  ended. 

Income  was  boosted  by 
gains  on  the  bank's  large 
portfolio  of  government 
bonds.  Operating  expenses 
declined  from  78  per  cent  to 
66  per  cent  of  operating 
income,  close  to  the  Greek 
bank  sector  average,  due  to 
cost-cutting  and  an  early 
retirement  scheme. 

After  a sharp  first-half 
decline,  deposits  and  lending 


NEWS  DIGEST 


POLAND 


Mobile  phone  company 
to  borrow  €255.6m 

Polish  state-owned  telecoms  comply  TeJekomunScacja 
Polska  (TPSA)  said  yesterday  its  mobile  telephone  subsid- 
iary Centertei  would  borrow  €2 55.6m  ($280.6m)  through  a 
syndicated  loan  to  finance  investments.  Last  year  Center- 
tei,  in  which  TPSA  holds  66  per  cent  and  France  Telecom 
34  per  cent,  said  it  would  fewest  1.1  bn  zlotys  in 

1999-2000  to  build  infrastructure  for  its  digital  GSM  1800 
system. 

Poland's  treasury  has  received  eight  bids  m a tender  Id 
be  an  adviser  in  the  safe  of  a strategic  stake  in  TPSA. 

Local  press  reports  say  the  bidders  include  Schraders, 
which  advised  the  government  cm  the  flotation  of  a 15  per 
cent  stake  in  TPSA  last  year.  Credit  Suisse  Fast  Boston, 
Deutsche  Bank.  ING  Barings,  J.P.  Morgan  and  MerriH 
Lynch.  The  government  fa  planning  in  late  spring  to  ester  a 
stake  of  between  25  per  cent  and  35  per  cent,  worfa 

between  $1.8bn  and  $2^bn. 

Christopher  Bobinsfci,  Warsaw  and  agencies 

TURKEY 

Private  bank  lifts  earnings 

Isbank.  Turkey's  largest  private  tig3est 

Quoted  company,  reported  net  profits  for  . . 

S^300bn  up  from 

said  represented  a 23  per  cent  dropin  ^J**™J***- 
met  Simsek,  banking 

that  based  on  average  exchange  rates  for  i ^98.  ™ 
bank's  net  profit  was  $51&8m  compared  with  $534^m 

■*  Saf^gam.  the 

^ssassssacSS 

with  the  management  of  die  Cukurfrra 
ests  range  from  shipping  to 

group's  ratfonafisabon  strategy,  l^fia  Boulton,  Ankara 

PETROCH^IICALS^ __ - 

Cfiemapol  assets  shrink 


^showed  that  Wd 

-n*  company  gave  no  «pto- 

nation.  Reuters,  Prague 


a takeover  defence.  But  Con- 
sob's  clearance  of  Olivetti's 
bid  now  restricts  Telecom 
Italia's  bands  in  taking 
defensive  action  against 
an  offer  it  considers 
unacceptably  low  and  incom- 
plete. 

Financial  analysts  yester- 
day appeared  to  share  Tele- 
com Italia's  contention  that 
the  €6  cash  component  of 
the  Olivetti  offer  was  far  too 
low.  Olivetti's  €10  offer 
involving  cash,  bonds  and 
equity  values  Telecom  TfcaTfa 
at  a substantial  30  per  cent 


discount  in  terms  of 
price-earnings  ratio  com- 
pared with  the  Italian 
group’s  international  tele- 

After  gaining  Consob 
clearance  for  its  revamped 
offer,  Olivetti  is  now  work- 
ing on  its  formal  bid  pro- 
spectus which  once  submit- 
ted mnid  be  approved  fay  tin* 
stock  market  regulator 
within  35  days. 

Olivetti  win  also  need 
Bank  of  Italy  clearance  for 
the  bond  wwwpnwwt  of  its 
offer.  This  involves  the  larg- 


est ever  Italian  corporate 
bond  issue  amounting  to 
L26,000bn.  The  bonds  are  to 
be  issued  by  Tecnost,  the  97 
per  cent-owned  subsidiary 
Olivetti  Is  using  as  the 
vehicle  for  its  bid. 

• Wind,  Italy's  third  mobile 
telephone  company,  yester- 
day began  customer 
operations,  hoping  to  add 
pressure  to  the  already 
fierce  competition  in  the 
country's  telecommunica- 
tions industry,  writes  James 
Blitz  in  Rome. 

Although  attention  is  still 


dominated  by  the  brewing 
takeover  war  between  Tele- 
com Italia  and  Olivetti,  Wind 
- jointly  owned  by  Italian 
electricity  giant  Enel.  France 
Telecom  and  Deutsche  Tele- 
kom - claims  it  can  offer 
services  cheaper  than  its 
rivals. 

Unlike  its  Italian  rivals. 
Wind  is  offering  an  inte- 
grated fixed  and  mobile  tele- 
communications service.  It 
claims  it  can  win  20  per  cent 
of  tody's  mobile  phone  busi- 
ness and  12  per  cent  of  its 
fixed-line  business. 


By  Cbristopbsr  Price 

The  new  European  president 
of  Packard  Bell  NEC  said 
yesterday  that  the  Japanese- 
controlled  personal  com- 
puter grotto  will  look  for  a 
$2bn  listing  next  year  of  a 
holding  company  encom- 
passing its  global  operations. 

However,  Michel  Fremont 
warned  that  if  the  loss- 
making US  operations  were 

not  turned  round  this  year 
the  European  and  Asia- 
Pacific  business  that  he 
heads  would  pursue  its  own 
move  to  the  public  markets. 

“We  need  access  to  capital, 
stock  options  to  retain  and 
attract  senior  management 
and  the  freedom  being  a pub- 
lic company  brings,”  he  said. 
Hie  added  that  a listing  with- 
out the  US  business  would 
halve  the  probable  listing 
valuation. 

Mr  Fromont’s  remarks 
come  just  two  weeks  after 
NEC  announced  the  restruct- 
uring of  its  operations  after 
running  up  heavy  losses. 
The  US  business  was  ring- 
fenced,  and  investment  put 
in  in  an  attempt  to  turn  it 
round.  Europe  and  Asia 
Pacific  became  a standalone 
business,  which  In  effect 
freed  it  to  seek  additional 
funding  from  banks. 


That  transaction  put  a val- 
uation of  $450m  on  the  Euro- 
pean and  Asia  Pacific 
operations.  Mr  Fromont  said 
the  company  was  confident 
its  strategy  over  the  next  12 
to  18  months  would  earn  it  a 
Sibil  valuation  from  stock 
market  investors. 

The  US  business  has  been 
badly  hit  by  the  tough  com- 
petition in  the  PC  market, 
where  Dell  has  established 
itself  as  one  of  the  most  prof- 
itable manufacturers  with 
its  direct-to-home  sales. 

Mr  Fromont  said  the  US 
business  had  this  year  to 
recover.  Otherwise,  senior 
management  of  the  Euro- 
pean company,  which  is 
owned  around  80  per  cent  by 
NEC  and  20  per  cent  Gronpe 
Buff,  would  discuss  getting 
its  own  listing. 

However,  the  European 
operations  have  not  been 
immune  from  the  competi- 
tion in  the  PC  market. 

Profits  fell  from  $30m  to 
$10m  last  year  on  sales  of 
SLlbn. 

Mr  Fromont  said  addi- 
tional investment  was  being 
put  into  developing  new 
channels  in  response  to 
Dell’s  push  into  Europe. 

The  NEC  brand  would  be 
used,  Packard  Bell  remain- 
ing the  main  retail  brand. 


both  showed  growth, 
although  Ionian's  market 
share  declined  because  it 
failed  to  keep  pace  with  the 
sector's  rapid  expansion  last 
year. 

The  sale  of  51  per  cent  of 
Ionian,  Greece’s  fourth- 
largest  banking  group  with 
4,100  employees,  marks  the 
biggest  hank  privatisation  to 
date  in  the  bank  sector. 

Ionian’s  share  price  rose  4 
per  cent  yesterday  on  the 
Athens  stock  exchange  to 
close  at  Drl7.850,  giving  the 
bank  a market  value  of 
Dr499-8bn.  ! 

• OTE,  Greece’s  public  tele- 
coms operator,  announced 
consolidated  net  income  of 
Di214bn,  an  increase  of  just 
5.6  per  cent,  writes  Kerin 
Hope- 

Operating  revenues  rose 
15.1  per  cent  to  Dr94lL4bn. 
but  operating  expenses 
jumped  18.3  per  cent  to 
Dr632J2bn-  Analysts  said  the 
unexpectedly  sharp  rise  in 
operating  expenses  related 
partly  to  a management 
upheaval  last  December  in 
which  the  government 
sacked  the  chief  executive.  ' 
but  failed  to  replace  him  for  : 
six  weeks. 
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BANKING  NEW  YORK  INSTITUTION  TAKES  $97m  CHARGE  AS  HEAVY  EXPOSURE  TO  RUSSIAN  MARKETS  TAKES  TOLL 

Republic  to  shut  underwriting  arm 


By  John  Authors  in  New  York 

Republic  New  York,  the  New 
York  based  International 
bank,  yesterday  announced 
that  it  was  taking  a $97m 
pre-tax  charge  to  cover  a 
drastic  strategic  restructur- 
ing which  win  see  it  qifit  the 
securities  and  derivatives 
underwriting  businesses. 

The  bank  had  a greater 
proportionate  exposure  to 
Russia  than  any  other  US 
institution  last  year,  and 
took  a loss  of  $1 90.7m  on 
Russian  investment  securi- 
ties in  the  third  quarter  last 
year.  This  left  It  with  an 


overall  loss  of  $92.7m  for  the 
quarter  and  the  bank  indi- 
cated at  that  time  that  it 
would  focus  on  private  and 

retail  hanlring 

Its  share  price  has  not 
enjoyed  the  recovery  experi- 
enced by  most  of  the  bank- 
ing sector  since  last  October. 
In  morning  trading  yester- 
day it  gained  to  reach 
leaving  it  Car  short  of 
its  high  of  S73K  set  before 
the  Russian  financial  crisis. 
It  hit  a low  earlier  this  year 
of  $36*. 

Under  the  plan  annmmnari 
yesterday,  which  will  take  18 
months  to  implement. 


Lasmo  expects 
to  hit  targets 
despite  cuts 


By  Raymond  Colitt  in  Caracas 

Lasmo,  the  UK  oil  company, 
insists  it  will  meet  produc- 
tion targets  and  begin  explo- 
ration at  its  Daddn  oil  field 
in  Venezuela,  despite  having 
cut  its  investment  plan  there 
by  nearly  half  this  year. 

The  company  said  it  would 
boost  production  from  the 
current  21,000  barrels  per 
day  to  30,000  b/d  by  mid-year 
and  to  90,000  b/d  by  2001.  It 
would  also  move  ahead  with 
drilling  six  exploration 
wells.  “We  will  meet  all  pro- 
duction targets  as  planned,” 
said  Roger  Tucker,  head  of 
Lasmo  in  Venezuela. 

Lasmo  has  said  it  will 
reduce  its  capital  investment 
in  Venezuela  from  S322m  to 
1177m  this  year  as  a result  of 
cashflow  problems  stemming 
from  depressed  world  oil 
prices  as  well  as  betier-th un- 
expected production  levels  at 
Dad6n. 

The  bulk  of  the  savings 
would  come  from  delaying 
the  construction  of  new 
facilities,  said  Mr  Tucker. 
Instead  the  existing  40-year- 
old  facilities  would  be 
upgraded  with  a health, 
safety  and  environment 

prugrarmpp 

The  company  would  dig 


between  45  and  50  produc- 
tion wells  with  a two-rig  dril- 
ling programme  and  begin 
building  the  first  part  of  its 
export  pipeline. 

Lasmo  had  also  written  off 
129.7m  of  the  value  of  Dacd6n 
due  to  the  drop  in  oil  prices. 
Yet  the  company  insisted 
the  field  was  competitive 
world-wide  with  total  pro- 
duction costs  of  only  $2.60 
per  barrel. 

“We  stand  by  the  perfor- 
mance of  our  asset,”  said  Mr 
Tucker.  “In  these  cash-con- 
strained times  it  has  given 
the  company  an  opportunity 
to  reduce  capital  expendi- 
tures while  maintaining  the 
production  profile.” 

In  June  of  1997  Lasmo  bid 
a record  $453m  for  the  rights 
to  operate  and  explore  the 
Dacidn  field,  the  highest 
offer  made  by  130  qualified 
bidders  for  any  of  the  20 
fields  np  for  tender.  Dad6n 
then  was  producing  only 
11.000  b/d. 

The  company's  upbeat 
appraisal  of  its  Venezuelan 
asset  comes  as  most  oil  com- 
panies are  focusing  on  low-  i 
cost  production  areas.  In 
Venezuela  several  multi- 
national operators  have  post- 
poned important  investment 
projects. 


Republic  hopes  to  make  pre- 
tax savings  of  $87m  a year.  It 
win  also  shed  560  Jobs,  some 
of  which  will  be  outsourced. 
It  will  further  attempt  to 
improve  its  risk  manage- 
ment by  using  a new  report- 
ing system  which  win  quan- 
tify the  earnings  and  risks 
faihm  in  pach  division. 

Dov  Schlein,  chairman, 
said  the  bank  barf  decided  to 
close  its  Republic  New  York 
Securities  prime  brokerage 
and  its  derivatives  market- 
making  division  because 
they  could  not  meet  the 
hank's  “hurdle"  of  a 15  per 
cent  return  on  equity  after 


adjusting  for  risk. 

The  bank  said  that  both 
divisions  bad  had  “negligi- 
ble" revalues  in  199& 

Private  banking,  which 
made  net  income  of  flO-L&n 
last  year,  almost  half  the 
bank’s  total  of  9220 An,  will 
be  the  core  of  the  company, 
while  it  will  also  stay  in  sev- 
eral “niche”  businesses, 

including  its  retail  hanking 

business  in  the  New  York 
metropolitan  area,  foreign 
exchange  and  precious  met- 
als trading. 

Mr  Schlein  said  the  private 
bank,  which  is  active  in 
more  than  80  countries. 


would  consider  acquisitions, 
and  would  look  to  buOd  its 
asset  management  capabili- 
ties. 

The  bank  also  hopes  to 
improve  efficiency  is  its  for- 
eign exchange  and  precious 
metals  trading  business, 
partly  through  closing  its 
market-making  businesses. 
The  global  markets  division 
would  also  be  asked  to 
design  wealth  management 
products  for  the  private 
bank. 

The  retail  branch  network 
would  also  be  required  to 
cross-selling  of  pri- 
vate hanking  products- 


Apollo  group  wins  day 
on  Patriot  refinancing 


By  Richard  Wafers  hi  New  York 

Leon  Black,  the  “vulture” 
investor  who  once  ran  the 
mergers  and  acquisitions 
department  of  Drexel  Bum- 
ham  Lambert,  yesterday 
won  the  tussle  over  Patriot 
American,  the  most  promi- 
nent casualty  of  the  US  real 
estate  investment  trust 
boom. 

Mr  Black's  Apollo  group 
was  at  the  head  of  a group  of 
investors  that  agreed  to  put 
up  $lbn  of  fresh  capital  to 
keep  the  hotel  group  afloat 

As  expected,  the  group, 
which  included  Boston-based 
buy-out  fund  Thomas  H Lee, 
thwarted  a rival  bid  from 
Hilton  Hotels,  which  had 
offered  to  buy  some  of  Patri- 
ot's hotels  and  put  up  a 
smaller  amount  of  capltaL 

Hilton  Hotels,  under  the 
leadership  of  Stephen  Boflen- 
bach,  has  been  an  aggressive 
raider  of  other  hotel  groups. 

Patriot  which  owns  and 
manages  474  hotels,  includ- 
ing the  Wyndham  chain,  was 
hit  In  part  by  the  heavy  debt 
It  took  on  during  a buying 
spree  in  the  mid-1990s. 

It  was  ftirther  weakened 
by  its  use  of  a financial 
instrument  that  it  had  hoped 
would  reduce  the  overall 
cost  of  its  debt  Known  as 
forward  equity  contracts, 
such  instruments  were  popu- 
lar among  reits  during  1996 


Aggressive  raider  Stephen  Bodenbach,  Hflton  chief  executive 


and  1997.  when  their  share 
prices  were  rocketing. 

They  amounted  to  agree- 
ments by  reits  to  pay  off 
their  loans  by  issuing  shares 
- fine  as  long  as  stock  prices 
rise,  but  potentially  cataclys- 
mic once  shares  started  to 
fall,  as  happened  in  early- 
1998. 

Under  the  terms  of  yester- 
day’s recapitalisation,  the 
Apollo-led  group  will  buy 
preferred  stock  representing 
29  per  cent  of  Patriot's 
equity.  The  company  also 
said  it  had  preliminary 
agreement  on  $2. 45 bn  of 
additional  debt  financing 
from  Chase  Manhattan  and 
Bear  Stearns. 

As  part  of  the  plan.  Patriot 


will  give  up  its  reft  status 
altogether,  along  with  its 
name.  While  most  reits  are 
restricted  in  their  ability  to 
manage  the  properties  they 
own.  Patriot  has  been  one  of 
a small  number  of  so-called 
"paired-share”  companies 
that  combine  both  a real 
estate-owning  unit  and  a 
separate  operating  company. 

However,  in  return  for  a 
preferential  tax  status,  reits 
have  to  pay  out  96  per  cent 
of  their  net  income  in  the 
form  of  dividends  each  year. 
That  rule  greatly  reduces  the 
financial  flexibility  of  com- 
panies like  Patriot  whan,  as 
happened  last  year,  the  capi- 
tal markets  become  wary  of 
advancing  them  new  funds.  I 


Setback 
for  heavy 
equipment 
maker 

By  MMdTait  hi  Chicago 

Low  commodity  prices  and 
weak  rfamand  from  custom- 
ers in  both  the  pulp  and 
paper  and  mining  industries 
caused  Hamischfeger  to 
report  a $16. 4m  loss  in  the 
three  months  to  end- 
January. 

Sales  at  the  Milwaukee- 
based  capital  equipment 
manufacturer  which  , 
recently  encountered  prob-  { 
lems  with  contracts  in 
Indonesia,  fell  from  $568m, 
to  $465m,  but  the  loss  was 
smaller  than  in  the  same 
quarter  a year  ago  when  the 
company  fell  to  a deficit  of 
almost 

It  announced  that  it  was 
laying  off  about  one-fifth  of 
its  3,100  employees  last 
August,  and  said  that  this 
programme  was  now  90  per 
cent  completa 
“Additional  cost  reduc- 
tions have  also  been  identi- 
fied and  are  under  way.”  the 
company  said,  adding  that 
the  frill  cost-reduction  pro- 
gramme should  bring  ann- 
ualised savings  of  more  than 
UlOm. 

But  Hamischfeger 
remained  downbeat  about 
prospects  On  the  mining 
front,  saying  that  copper, 
iron  and  other  metals  would 
“remain  under  pressure"  for 
the  rest  of  the  year. 

Farther,  it  expected  no 
new  dragline  order  activity 
because  of  the  weakness  in 
coal  markets 

It  also  predicted  more 
mergers  amongst  coal  pro- 
ducers. which  could  carry  a 
long-term  benefit  on  the 
equipment  side  but  would 
probably  depress  demand  fat 
new  machines  further  in  the 
immediate  future. 

It  also  saw  consolidation 
in  the  pulp  and  paper  indus- 
try continuing,  but  said  that 
while  pricing  would  proba- 
bly remain  low.  it  “appears 
to  have  flattened  out”. 

It  suggested  that  demand 
for  aftermarket  parts  would 
probably  grow,  but  original 
capital  equipment  would 
continue  to  suffer  from  low 
levels  of  capital  expen- 
diture. 


NEWS  DIGEST 


telecommunications  

Network  Computer  and 
US  West  plan  internet  TV 

US  West,  the  US  telecommunications  group,  and  Network 
Computer  Inc,  the  privately  owned  ^rnrt-bMedset^ip 
box  software  developer,  plan  to  launch  the  first  citemet- 
based  enhanced  television  service  in  America  with  tele-  - 

^uSng  the  ©TV  service.  US  West’s  customers  win  be 
able  to  send  and  receive  e-mail,  place  and  answer  tele-  . 
phone  calls  and  browse  through  TV  channels  and  the  web 
at  the  same  fane.  The  service  will  be  based  on  set-top  box 
technology  which  links  a TV  set  to  Internet  and  telephone 
services  using  a high-speed  DSL  (digital  subscriber  line)  or 
ordinary  dial-up  connections. 

DSL  technology  runs  on  standard  copper  telephone 
wires  but  provides  data  transmission  speeds  up  to  200 
times  faster  than  conventional  modem  connections.  US  . 
West  plans  to  test  the  service  in  selected  urban  areas  and 
then  offer  the  service  to  its  25m  customers  throughout  the 
14  western  and  mfdwestem  states  in  Its  region  late  this 
year. 

The  US  telecoms  group  is  the  latest  network  operator  to 
adopt  NCI’s  “internet  appliance"  software.  All  three  leading 
UK  cable  television  groups  have  recently  signed  deals  with 
NCI,  as  well  as  Belgacom,  Belgium’s  national  telecoms 
carrier,  and  five  of  the  leading  cable  companies  and  Inter- 
net service  providers  in  Japan.  Paul  Taylor 

CAR  AND  TRUCK  MAKING 

Nissan  revamps  purchasing 

Nissan,  the  Japan-based  car  and  truck  maker  which  has 
been  seen  as  a potential  acquisition  candidate  because  of 
its  weak  financial  condition,  is  to  consolidate  purchasing 
operations  for  its  North  American  assembly  plants,  In  Ten- 
nessee and  Mexico,  into  a single  organisation.  The  change 
comes  as  part  of  a broader  effort  by  Nissan  to  revamp  Its  - 
ailing  operations  in  North  America.  Last  May,  it  announced 
plans  to  reduce  costs,  make  operations  more  efficient,  and 
revitalise  its  product  line.  Nissan  has  targeted  a $1 ,800 
saving  in  production  costs  per  US  vehicle  aver  a three- 
year  period.  Nikki  Tart;  Chicago 


LIFE  SCIENCES 


Gilead  to  buy  NeXstar 

Gilead  Sciences  has  agreed  to  buy  NeXstar  Pharmaceuti- 
cals in  a stock  deal  valued  at  about  $550m,  creating  a bk> 
pharmaceutical  firm  with  a global  presence.  The  combined 
company,  Gilead  Sciences,  will  have  three  commercial 
products  with  total  annual  revenues  of  more  than  SI  00m. 

It  will  have  a broad-based  portfolio  of  anti-infective  and 
oncology  products,  including  three  approved  products  and 
seven  candidates  fa  clinical  development 
Under  the  terms  of  the  agreement  NeXstar  stockholders 
win  receive  0.425  of  a QHead  share,  subject  to  adjustment 
baaed  on  the  trading  range  of  Gilead  stock  prior  to  com- 
pletion of  the  merger.  Based  on  the  average  dosing  Gilead 
stock  price  of  $41.13  for  the  20-day  period  ending  Febru- 
ary  26,  NeXstar  stockholders  would  receive  $17.48  fa 
value  for  each  share  of  NeXstar  stock. 

Reuters,  Foster  City,  California  - - - 
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Danisco  plans  to  acquire  Cultor 


By  Tkn  Burt  In  Stockholm 

Danisco.  the  Danish  food 
products  and  packaging 
company,  yesterday 
announced  plans  to  create 
the  world’s  largest  food 
ingredients  group  by  acquir- 
ing Cultor,  its  Finnish  rival 
for  DKr9.5bn  ($l.4bn). 

The  enlarged  company, 
boasting  combined  annual' 
sales  of  almost  DKr30bn  and 
19.-500  employees,  is  expected 
to  overtake  ICI  of  the  UK  as 
the  global  leader  In  food 
enzymes,  flavourings  and 
emulsifiers.  Following  the 
takeover,  Danisco  will  also 


command  a strong  presence 
sugars  and  artificial 
sweeteners. 

The  company  stressed.' 
however,  that  it  had  no 
plans  to  expand  into  geneti- 
cally modified  foods  - the 
subject  of  a recent  environ- 
mental furore  in  the  UK  over 
the  safety  of  such  products. 
This  deal  allows  both  com- 
panies to  realise  the  ambi- 
tion of  forming  a Nordic- 
based  supplier  to  the  global 
food  industry."  said  All 
Duch-Pedersen,  Danisco 
chief  executive. 

Mr  Duch-Pedersen.  who 
will  lead  the  enlarged  group. 


said  the  takeover  signalled 
the  most  important  step  in 
Danisco's  strategy  of  focus- 
ing on  food  ingredients  and 
flexible  packaging. 

Once  the  takeover  has 
been  completed,  he  hinted 
tbat  Danisco  would  embark 
on  a hefty  non-core  disposal 
programme  involving  a 
phased  withdrawal  from  fro- 
zen foods,  corrugated  pack- 
aging, beverages  and  fish 
feed. 

In  all.  subsidiaries  with 
annual  sales  of  DKr9bn  have 
been  earmarked  for  sale.  Mr 
Duch-Pedersen  declined  to 
put  any  timetable  on  the  dis- 


posal programme  or  to  pre- 
dict the  number  of  jobs 
affected. 

Most  food  industry  ana- 
lysts welcomed  yesterday's 
deal,  describing  it  as  an 
“ideal  match"  between  two 
complementary  companies. 
“Cultor  was  too  small  to  sus- 
tain the  research  and  devel- 
opment in  food  ingredients, 
but  together  the  two  compa- 
nies will  be  stronger  in  this 
area."  said  Anne  Alexandre 
at  Credit  Suisse  First  Boston 

in  London. 

In  Helsinki,  Cultor  shares 
rose  €9.50  to  €17.25  com- 
pared with  Danisco's  offer 


price  of  €18  a share.  Shares 
in  the  Finnish  group  have 
underperformed  in  recent 
months  amid  concerns  that 
it  lacked  the  critical  mass  to 
withstand  a downturn  in 
some  of  its  main  products. 

Danisco  shares  increased 
modestly  by  DKrl  to  DKr331 
in  Copenhagen,  even  though 
it  said  earnings  per  share  in 
the  merged  company  would 
increase  only  “within  four 
years".  The  Danish  group, 
advised  by  Deutsche  Bank, 
is  financing  the  transaction 
from  cash  reserves  and  debt. 
Cultor  was  advised  by  Schro- 
ders,  the  investment  bank. 


Music  bonds  are  failing  to  prove  chart  toppers 

TU^  i . 


The  stars  have  been  slow  to  respond,  write 

Alice  Rawsthorn  and  Khozem  Merchant 


It  is  two  years  since  the 
banking  community 
watched  gleefully  as  inves- 
tors scrambled  to  subscribe 
to  a $55m  bond  issue  backed 
by  the  future  earnings  of 
David  Bowie,  one  of  the 
world’s  top  pop  stars. 

Convinced  that  the  “Bowie 
Bond"  would  open  up  a 
lucrative  new  market, 
invest  meni  banking  groups 
such  as  Nomura  and  special- 
ist boutiques,  approached 
singers,  songwriters  and 
rock  groups  in  the  hope  of 
persuading  them  to  launch 
similar  issues. 

Some  agreed.  Rod  Stewart 
another  1970s  icon,  raised 
$ 15.4m  from  a loan  securit- 
ised against  his  future  earn- 
ings. Holland  Dozier  Hol- 
land, the  songwriting  trio, 
staged  a $30m  private  place- 
ment against  forthcoming 
royalties  from  such  soul 
classics  as  Baby  Love  and 
Where  Did  Our  Love  Go?.  A 
few  weeks  ago,  Iron  Maiden, 
the  British  heavy  metal 
band,  completed  a $30m  sec- 
uritised deal. 

Several  lower  profile 
issues  have  also  been  con- 
cluded. Yet  two  years  after 
the  “Bowie  Bond”  the  devel- 
opment of  the  market  for 
securitising  music  royalties 
has  been  significantly  slower 
than  the  banks  expected. 
"This  was  and  remains  a 
small  market,”  says  Dorian 


Klein,  of  Merrill  Lynch's 
structured  finance  unit  in 
London.  "There  has  been 
more  hype  tlyin  deals.” 

Why  has  the  market  failed 
to  fulfil  the  banking  commu- 
nity's expectations?  One 
explanation  is  the  impact  of 
the  changing  economic  cli- 
mate on  the  financial  mar- 
kets and  general  investment 
trends. 

At  the  time  of  the  "Bowie 
Bond",  the  global  economy 
was  still  buoyant  and,  after 
years  of  low  interest  rates, 
investors  were  anxious  to 
find  alternative  vehicles  to 
low-yielding  US  Treasury 
bonds. 

Royalty  bonds,  and  other 
issues  securitised  by  the 
future  income  of  performers 
and  composers  who,  like 
David  Bowie  and  Rod  Stew- 
art had  been  successful  for 
long  enough  to  give  a rea- 
sonable indication  of  their 
earnings  potential,  looked 
like  an  attractive  option. 

However,  investors  have 
become  warier  of  experi- 
menting with  new  types  or 
investments  since  global 
financial  conditions  deterio- 
rated last  summer.  They 
have  also  shown  a marked 
preference  for  liquid  assets, 
and  royalty  bonds  are  illiq- 
uid because  there  is  no  sec- 
ondary trading  on  them. 

.Another  problem  for  the 
banks  has  been  that  only  a 


Cti -changes:  enthusiasm  that  greeted  ‘Bowie  Bond1  has  gone  PA 


handful  of  recording  artists 
actually  own  their  own  mas- 
ter tapes  (the  rights  to  the 
original  recordings)  as  David 
Bowie  does.  The  vast  major- 
ity. like  Rod  Stewart  ceded 
control  of  their  mastertapes 
to  their  record  companies  in 
their  recording  contracts 
and  receive  royalties  simply 
on  the  income  generated  by 
them. 

As  a result  Nomura,  the 
bank  behind  Rod  Stewart's 
loan,  could  not  justify  stag- 
ing a bond  issue  against  his 


future  royalties.  Instead,  it 
negotiated  a $15.5m  securit- 
ised loan  with'him,  and  then 
tried  to  clinch  similar  deals 
with  other  stars  in  the  hope 
of  rolling  them  into  a joint 
bond  issue.  These  piecemeal 
deals  are  labour  intensive 
for  banks,  and  less  glamor- 
ous than  a big  issue  like  the 
"Bowie  Bond". 

"A  year  ago  there  was  lots 
of  talk  and  we  were  expect- 
ing lots  of  interest,  but 
instead'  we  got  small  deals 
and  pooled  deals."  says  one 


royalty  bond  specialist  in 
New  York. 

However,  the  overwhelm- 
ing difficulty  for  tbe  banks 
has  been  the  reluctance  of 
rock  and  pop  stars  to  partici- 
pate in  securitised  issues. 

One  reason  for  their  reluc- 
tance is  that  tbe  most  com- 
mercially successful  acts, 
who  would  be  most  sought- 
after  by  investors,  are 
already  so  wealthy  that  they 
are  unlikely  to  need  extra 
cash. 

Finally,  to  derive  the  full 
financial  benefit  of  a securit- 
ised loan,  musicians  or  com- 
posers need  to  be  taxed  in 
the  US. 

The  benefits  are  considera- 
bly lessened  in  other  fiscal 
regimes,  notably  the  UK. 
This  consideration  has  dis- 
suaded some  UK-based  acts 
from  participating  in  such 
issues. 

It  has  also  deterred  a num- 
ber of  the  rock  groups,  such 
as  the  Rolling  Stones,  whose 
members  are  resident  in  dif- 
ferent countries. 

Despite  these  difficulties, 
the  market  for  royalty- 
backed  issues  is  not  defunct 
Other  Iron  Maiden-style 
deals  are  in  the  pipeline, 
largely  orchestrated  by 
small  banking  boutiques. 
Riaz  Vilani,  investment 
banker  at  Global  Entertain- 
ment Capital  LLC.  which 
arranged  the  Iron  Maiden 
transaction,  says  that  his 
bank  , is  currently  working 
on  10  similar  deals. 


Japan’s  car  and  truck 
sales  continue  to  fall 


By  Alexandra  Harney  In  Tokyo 

The  slump  in  car  sales  in 
Japan  stretched  into  its  23rd 
month  in  February,  as  sales 
of  every  vehicle  category 
except  buses  registered  sig- 
nificant declines. 

Figures  released  by  the 
Japan  Automobile  Dealers 
Association,  the  leading 
industry  group,  showed  that 
car  and  truck  sales  fell  9-9 

per  cent  against  tbe  same 
period  last  year  to  357.485 
units.  Truck  sales  recorded 
the  sharpest  decline,  falling 
21.2  per  cent,  reflecting  the 
contraction  in  corporate  cap- 
ital spending. 

However,  the  data  did  not 
include  mini-car  sales,  which 
have  showed  stronger- than- 
expected  growth  despite  the 
prolonged  recession  since 
regulations  were  changed 
last  year.  Analysts  said  the 
results  reflected  seasonal 
weakness  in  the  market  at 
the  end  of  the  fiscal  year  as 
well  as  sluggish  consumer 
demand,  which  was  prompt- 


ing carmakers  to  restructure 
their  manufacturing  and 
sales  operations. 

Car  sales  slid  5:4  per  cent 
to  265.585  units.  Suzuki 

Motor  and  Daihatsu  Motor, 
which  specialise  in  small 
vehicles,  showed  the  largest 
declines,  falling  47.6  per  cent 
and  65.4  per  cent  respec- 
tively. However,  analysts 
said  this  was  because  mini- 
cars,  or  vehicles  with  engine 

displacement  of  660cc  or  less, 
were  excluded. 

The  most  surprising 
results  were  from  Nissan 
Motor,  the  troubled  number 
two  carmaker,  which  is 
negotiating  with  Daimler- 
Chrysler  about  a possible 
capital  alliance.  Nissan  and 
Nissan  Diesel,  its  truck  and 
engine  arm,  both  recorded 
heavy  declines.  Nissan  sales 
fell  16.4  per  cent  and  Nissan 
Diesel  21.8  per  cent,  accord- 
ing to  JADA. 

Nissan  also  saw  its  market 
share  shrink  1.8  points  com- 
pared to  the  same  period  last 
year,  falling  to  20.6  per  cent. 


The  weakness  in  the  mar- 
ket hit  even  the  stronger  car- 
lo akers.  Toyota  Motor, 
Japan's  biggest  carmaker, 
posted  a 4.4  per  cent  decline. 

Mazda  Motor,  which  is 
owned  33.4  per  cent  by  Ford 
Motor  of  the  US,  saw  sales 
slip  13.9  per  cent. 

Analysts  pointed  to  the  7.7 
per  cent  improvement  in  bus 
sales  to  1,152  units  as  evi- 
dence of  an  area  where  the 
government’s  stimulus  pack- 
age might  be  making  an 
impact.  Municipal  govern- 
ments account  for  the  major- 
ity of  bus  sales,  and  many 
localities  bave  curtailed 
spending  because  of  finan- 
cial difficulties  in  recent 
months. 

“I  think  we  are  seeing 
signs  tbat  we  might  be  close 
to  the  bottom,"  said  Stephen 
Usher,  analyst  at  Jardine 
Fleming  in  Tokyo.  But  a 
broad  recovery  in  the  mar- 
ket was  unlikely  without  an 
improvement  in  Japan’s 
economy  or  additional  stim- 
ulus, be  warned. 


Thai  banks  try  unusual 
issues  to  raise  capital 


By  Wafam  Barnes  m Bangkok 

Thai  banks  have  resorted  to 
unusual  capital  raising 
exercises  to  lure  cautious 
investors  and  to  try  to  avoid 
sharp  dilutions  in 
controlling  shareholders’ 
equity. 

Thailand's  15  commercial 
banks  will  collectively  have 
to  raise  $3bn  if  only  half 
their  current  non-performing 
loans  are  written  off. 

Thailand's  state-controlled 
Krung  Thai  Bank  said  it 
would  increase  its  capital  by 
Bt20bn  ($536ml  after  Tarrin 
Ni  mmanahaemlnda.  the  new 
flnannp  minister,  insisted  the 
management  reverse  a day- 
old  decision  to  scrap  plans  to 
raise  capital  by  Bt5bn. 

The  hank  said  it  would 
issue  2bn  new  shares  at  a to 
baht  par  value  to  existing 
shareholders.  The  capital 
base  is  currently  Bt3435bn. 

Krung  may  have  earlier 


tried  to  exploit  the  unex- 
pected absence  of  a jump  in 
capital  adequacy  require- 
ments to  15  per  cent  in  tbe 
previous  government's 
financial  restructuring 
scheme  announced  last 
month.  For  the  moment  they 
remain  at  8.5  per  cent. 

The  fresh  funds  will  raise 
actual  capital  adequacy  from 
8.9  per  cent  to  11.7  per  cent 
Non-performing  loans  were 
10.3  per  cent  at  the  end  of 
September. 

Meanwhile,  the  Singapore- 
controlled  Thai  Danu  Bank 
has  announced  two  issues  of 
Capital  Augment  Preferred 
Shares  - equity  bundled 
with  debentures  - along 
with  a rights  issue  worth 
Btl2bn-Btl7bn. 

DBS  Thai  Danu  - as  the 
bank  will  be  renamed  to 
reflect  the  Development 
Bank  of  Singapore's  control 
- will  raise  funds  in  three 
tranches.  A one-for-one 


rights  offer  is  expected  to 
bring  in  at  least  Bt5.5bn.  Tbe 
main  CAPS  issue  of  pre- 
ferred shares  bundled  with 
subordinated  debentures  will 
be  sold  locally  as  unit  trusts 
to  raise  between  Bt5bn  and 
BtlObn.  It  also  expects  to  get 
up  to  BtlJftn  from  a private 
placement  of  CAPS,  bundled 
with  convertible  debentures, 
to  DBS  in  Singapore. 

Taken  together  with  a pro- 
posed Bt4bn  swap  of  deben- 
tures for  state  bonds  with 
the  central  bulk,  the  bank 
said  the  whole  campaign  will 
lift  its  capital  adequacy  ratio 
from  9.2  per  cent  at  the  end 
of  last  year  well  into  the  reg- 
ulatory comfort  zone  at  19.8 
per  cent. 

The  two  biggest  private 
lenders  - Thai  Farmers 
Rank  and  Bangkok  Bank  - 
led  the  way  in  February 
with  issues  dominated  by 
quasi-equity  worth  about 
Bt40bn  each. 
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Donaldson,  Lufkin  & Jenrette. 


204  transactions.  Donaldson,  Lufkin  & Jenrette  was  #1  in  U.S.  merger  and  acquisition  assignments  completed  in  1998.* 
Included  were  some  of  the  most  significant  transactions  announced  last  year  for  companies  in  a broad 
array  of  global  industries:  from  energy  to  financial  services  to  healthcare  to  telecommunications.  But  DLJs  leadership 
role  in  M&A  advisory  is  only  part  of  the  story.  The  firm  ranks  as  a leading  debt  and  equity  underwriter. 

Our  global  advisory  capabilities  and  innovative  financings  are  why  more  and  more  businesses  in  Europe  are  turning 
to  DLJ  for  all  their  investment  banking  needs.  To  put  DLJ  s M&A  strengths  to  work  for  you,  please 
telephone  Hal  Ritch  in  New  York  at  +1-212-892-3584  or  Margaret  Young  in  London  at  +44-171-655-7512. 


DLJ 
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THE  EXPORT  - IMPORT  BANK  OF  JAPAN 

(Incorporated  under  the  Export-Import  Bank  of  Japan  Law) 
U^JSl, 000,000, 000 

Guaranteed  Floating  Rate  Notes  Due  2004 

□ncooditionaDy  and  imraobly  ipnnnM  as  to  payment  of  principal  and  Interest  by 

Japan 

Issue  Price:  9950  per  cent 


PARIBAS 

BARCLAYS  CAPITAL 
DEUTSCHE  BANK 
GOLDMAN  SACHS  INTERNATIONAL 
1BJ  INTERNATIONAL  PLC 
MERRILL  LYNCH  INTERNATIONAL 
J.P.  MORGAN  SECURITIES  LTD. 

NOMURA  INTERNATIONAL 
SALOMON  SMITH  BARNEY  INTERNATIONAL 
TOKYO-MITSUBISHI  INTERNATIONAL  PLC 
WARBURG  DILLON  READ 


February  I*» 


METRO 


METRO  FINANCE  B.V. 

Diemen,  The  Netherlands 
FRF  50,000,000  Floating  Rate  Notes 
exchangeable  Into  fixed  Rate  Notes  1998/2006 
Tranche-No.  L34  Common  Code:  9 206  345 
(faulted  under  the  DM2  bffflon  Uuffl-Cummcy  Euro  Mecfium  Term 
Note  Programme  of  METRO  AG) 

The  Rate  oF  Interest  applicable  lo  Ihe  Interest  Period  From  27 
February  1999  to  26  May  1999,  inclusively,  was  determined  lo  be 
3.498  per  cent  per  annum.  This  Interest  Rate  Is  according  to  Article 
4 ot  the  Pricing  Supplement  equal  lo  the  rate  of  three-months-FRF- 
deposit-rale  (PIBOR)  plus  a Margin  ol  40  basis  points  on  the 
Interest  Determination  Date.  Therefore,  on  27  May  1 999,  interest  is 
due  fai  the  amount  oi  FRF  8.647.83  per  Note  of  FRF  1,000.000 
principal  amount. 

Frankfurt  am  Main,  February  1999 

Drestiner  Bank  Aktiengesellschaft 
Issuing  and  Principal  Paying  Agent 


£25. 000.000 
Floating  Rate  Notes 
due  May  2000 

For  the  period  26  February  1999 
lo  28  May  1999  Ihe  notes  wfU 
bear  Interest  at  556156%  per 
annum.  Interest  payable  on  (he 
relevant  Interest  payment  date 
28  May  1999  vrill  amount  lo 
51 .38658  per  5100,000  note. 

Global  Agency  and  Tm*t  Services, 
Citibank.  NA,  London 
2 March  1999 
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COMPANIES  & FINANCE:  INTERNATIONAL- 

FORESTRY  PRODUCTS  HEAD'S  DEPARTURE  FOLLOWS  SHARP  FALL  IN  PROFITS  AND  BUNGLED  EXPANSION  STRATEGY 

Ahlgren  quits  top  job  at  AssiDoman 


By  Tun  Burt  in  Stockholm 

AssiDoman,  the  troubled 
Swedish  forestry  products 
group,  yesterday  announced 
the  departure  of  Lennart 
Ahlgren,  chief  executive,  fol- 
lowing a sharp  fall  in  profits 
and  bungled  expansion  strat- 
egy. 

The  company,  in  which 
the  Swedish  government 
holds  a 50.25  per  cent  stake, 
said  Mr  Ahlgren  bad  agreed 
to  quit  after  calls  for  a 
change  of  leadership  at  a 
weekend  board  meeting. 

“The  phase  that  the  com- 
pany must  now  embark 


upon  will  require  a stronger 
emphasis  on  business  and 
marketing.”  said  Olle  Lund, 
AssiDom&n  chair*™*"  “This 
requires  a different  leader- 
ship profile.” 

AssiDoman,  with  a large 
exposure  to  carton  board, 
corrugated  and  timber  prod- 
ucts. has  looked  increasingly 
vulnerable  following  the 
recent  consolidation  wave  in 
the  pulp  and  paper  sector. 
Only  the  government's  large 
holding  has  saved  it  from 
becoming  a takeover  target, 
according  to  same  analysts. 

Such  analysts  blamed  Mr 
Ahlgren  - chief  executive 


since  the  1994  formation  of 
state-owned . paper  compa- 
nies Assi  and  DomSn  - for 
failing  to  capitalise  on  for- 
estry assets  the  size  of  Bel- 
gium and  a disastrous 
investment  strategy  in  Rus- 
sia. He  is  set  to  receive  com- 
pensation totalling  SKr  12.6m 
($l.53m)  for  loss  of  office, 
equivalent  to  three  years' 
salary. 

The  pay-off  is  likely  to  be 
criticised  by  Swedish  opposi- 
tion politicians  and  union 
leaders,  who  yesterday 
claimed  the  company's 
recent  performance  did  not 
justify  such  compensation. 


In  the  past  year,  AssiDom- 
fin's  share  price  has  declined 
by  22  per  cent  Last  month, 
the  company  unveiled  a 31 
per  cent  fall  In  pre-tax  prof- 
its - down  from  SKrl.46bn  to 
SKrlbn  for  199a 

Mr  Ahlgren's  tenure  was 
also  overshadowed  by  a 
recent  controversy  over 
plans  to  spin  off  about 
900,000  hectares  of  forest 
land  into  a separate  com- 
pany. The  proposal 
prompted  a warning  from 
Sweden's  agriculture  board 
that  it  breached  the  calm- 
try’s  land  purchase  laws. 

Mr  Lund  said  AssiDoman 


TV  Azteca  chief  pledges  rescue 


By  Henry  Tricks  in  Mexico  City 

Ricardo  Salinas  Pliego, 
chairman  of  TV  Azteca,  has 
told  shareholders  the  Mexi- 
can broadcaster  is  in  trou- 
ble. a rare  act  of  contrition 
anywhere  in  Mexico,  let 
alone  by  one  of  its  brashest 
tycoons. 

In  a conference  call  to 
investors  yesterday,  he 
promised  to  improve  Azte- 
ca's  very  poor  audience  rat- 
ings. as  well  as  cut  casts.  He 
also  dispatched  a public  rela- 
tions company  to  ask  media 
analysts  how  Azteca  could 
Improve  its  image. 

This  charm  offensive  fol- 
lowed a 34  per  cent  slump  in 
operating  profits  reported  by 
Azteca  in  the  fourth  quarter, 
and  $8m  in  net  profits  for 
the  year,  down  94  per  cent 
from  1997. 

Mr  Salinas  warned  that 
the  first  quarter  of  1999 
would  be  even  tougher, 
acknowledging  what  his 
main  broadcasting  rival, 
Televisa,  has  been  saying 
since  mid-1988:  that  Azteca, 
after  a fighting  start  since 
privatisation  five  years  ago, 
has  floundered  in  the  ratings 
war. 

The  poor  performance  has 
already  turned  Azteca's 
stock  price  into  the  weakest 
in  Mexico  this  year.  Its  mar- 
ket capitalisation  has  with- 
ered to  $785m  from  more 
than  S3bn  in  1997  when  it 
was  broadcasting  trendy 
soap  operas  that  challenged 
macho  attitudes  ia  Mexico 


Charm  offensive:  Ricardo  Safinas  Pliego  has  vowed  to  Bit  ratings 


and  delved  into  the  taboo 
area  of  politics. 

Its  decline  has  also  coin- 
cided with  setbacks  in  other 
parts  of  Mr  Salinas's  busi- 
ness empire.  His  retail  chain, 
Elektra,  which  offers  credit 
to  law-income  Mexicans  to 
buy  electrical  goods,  has 
been  hit  by  high  interest 
rates  since  last  August,  and 
sales  have  suffered. 

Due  to  funding  problems, 
his  communications  com- 
pany Unefon  has  also  so  Car 
failed  to  pay  the  $330m  it  bid 
for  a licence  to  provide  a 
fixed  wireless  telephone  ser- 
vice in  Mexico.  Yesterday, 
despite  promising  minority 
shareholders  better  treat- 
ment. he  spooked  them  by 
suggesting  that  Azteca 
might  be  forced  to  take  a 


partial  equity  stake  In  Une- 
fon to  help  raise  the  funds, 
analysts  said.  It  was  forced 
to  seek  an  extension  of  the 
deadline  in  September, 
though  analysts  say  it  has 
recently  secured  $250m  from 
a consortium  of  private 
equity  investors. 

But  with  less  of  his  trade- 
mark bravado  than  usual, 
Mr  Salinas  insisted  Azteca 
was  not  beaten.  He 
announced  a series  of  steps 
aimed  at  improving  ratings 
and  cutting  costs,  such  as 
replacing  non- performing 
producers,  slicing  10  per  cent 
off  the  production  budget 
and  focusing  resources  on 
primp  time.  The  intention  is 
to  complete  these  initiatives 
by  July. 

Whitney  Johnson,  media 


analyst  at  Salomon  Smith 
Barney,  the  US  investment 
bank,  said  Azteca  had  “a 
proven  ability”  as  a cost- 
cutter.  But  whether  It  would 
win  more  viewers  remained 
an  open  question.  Also  she 
was  cautious  about  earnings 
growth  until  2000,  when 
presidential  elections,  a 
rebounding  economy  and  the 
Olympics  are  expected  to 
boost  advertising: 

Investors  have  been 
relieved  by  Mr  Salinas's 
frankness,  which  they  hope 
will  improve  his  often 
strained  relationship  with 
his  shareholders. 

Mr  Salinas,  who  owns  or 
controls  more  than  70  per 
cent  of  Azteca's  shares,  has  , 
often  run  into  trouble  in  the  i 
past  for  what  analysts  see  as 
a cavalier  attitude  to  minor- 
ity shareholders. 

Last  year  he  caused  irrita- 
tion by  announcing  that 
Unefon,  which  he  personally 
controls,  would  receive  ser- 
vices from  his  listed  compa- 
nies Azteca  and  Elektra,  but 
defer  most  payments  to 
them  for  three  years. 

His  outspokenness  has 
also  Irritated  the  govern- 
ment. Recently  he  was 
forced  to  retract  a statement 
that  the  peso.  Mexico’s  cur- 
rency, was  “rubbish”. 

But  Damian  Fraser,  chief 
Mexican  analyst  at  Warburg 
Dillon  Read,  said  his  candid 
remarks  could  mark  the 
start  of  a new  era  in  his 
often-troubled  relations  with 
investors. 


would  conduct  a comprehen- 
sive strategic  review  follow- 
ing Mr  Ahlgren's  formal 
departure  next  month,  “We 
must  find  out  how  best  to 
improve  profitability,"  he 
added. 

Roger  Asserstahl,  cur- 
rently deputy  chief  , execu- 
tive. and  Sven  Eric  Lund- 
strOm,  chief  financial  officer 
will  lead  that  review.  Mr 
Asserstahl  will  also  take 
over  as  acting  chief  execu- 
tive until  a successor  to  Mr 
Ahlgren  is  found. 

AssLDom&n’s  most  com- 
monly traded  shares  yester- 
day rose  SKr2  to  SKrl47. 

Barrick 
Ms  top 
positions 

By  Edward  AJden  ta  Toronto 

Barrick  Gold,  the  Canadian 
gold  producer,  has  moved 
quickly  to  fill  several  top 
posts  after  the  unexpected 
resignation  of  Paul  Melnuk, 
chief  executive. 

Randall  Oliphant,  previ- 
ously Barrick  chief  financial 
officer,  was  named  president 
and  chief  executive  yester- 
day, while  John  Carrington 
added  the  position 
of  vice-chairman  to  his 
role  as  chief  operating 
officer. 

Mr  Oliphant,  39.  had  been 
chief  financial  officer  since 
1994.  and  was  one  of  the 
architects  of  Barrick’s  gold 
hedging  programme,  widely 
acknowledged  as  the  most 
successful  in  the  industry. 

Hedging  allowed  Barrick 
to  realise  more  than  US$400 
per  ounce  of  gold  in  1998, 
$106  above  the  average  spot 
price. 

Jamie  Sokalsky,  treasurer 
and  the  director  of  the  hedg- 
ing programme  for  the 
past  six  years,  was 
appointed  chief  financial 
officer. 

Mr  Melnuk,  who  had  been 
chief  executive  at  Barrick 
for  less  than  a year,  resigned 
for  unspecified  personal  rea- 
sons just  before  the  company 
released  record  profits  for 
1998. 


Financial  information 

Schneider  SA 


No  one  in 


the  world 

does  word  with 

electricity 


Operating  income 


+12.6% 

operating  margin 
411.2% 


97  98 

TOFbtfon 


10.5% 


Net  income 


+21.9% 


97  98 

FRFMkm 


Proposed  net  dividend:  € 1.15 


+ 16.0% 


+22% 


1 998  Year-end  Results 

Net  income 


The  Board  of  Directors  of  Schneider  SA  mat  on  Fttxuary  25, 1999  to  approve  the  financial  statements  for  the  year  ended  December  31, 1998. 

FMANCULMGHUGHTS 


In  nations  of 

€ 

1SS8 

FRF 

1998 

1997 

96/97 

Sales 

7,625 

50,020 

47,398 

+ 5.5 

Operating  income 

. :853 

8(896 

4,970 

+ 12.6 

Net  income  before  amortization  of  goodwfl 

.497 

3,263 

2,784 

+ 17.2 

Net  income 

. 409 

2,680 

2.198 

+ 219 

EPS 

_2-71€ 

17.77  F 

15.12  F 

+ 17.5 

Net  dividend  per  share  (proposed) 

.1.15  € 

TJ54F 

6.50  F 

+ 16.0 

■ Sales:  Consolidated  sales  amounted  to  FRF  50.0  biffiori 
f€7.6  bflSon)  in  1998,  an  increase  of  53%.  On  a constant 
structural  and  exchange  rate  bads,  sates  would  have 
risen  by  7.1  %.  The  rise  in  sales  reflects  the  fbtkwing  evolution 
(in  constant  currency  and  structural  terms] : Europe  excluding 
France,  up  6.2  % ; North  America,  up  6.1  % ; aid  Rest  of  the 
World,  up  92%.  In  France,  the  3.4%  drop  in  sates  reflects  lower 
orders  for  high  and  medum-voltage  equipment,  whie  sates  of 
products  rose  by  2%. 

■ Operating  Income:  (derating  income  rose  by  12.6%  to 
FlV5.6bilflon(€853rniffic^.Operatingmaiginnseto112% 
of  sales,  from  10.5%  in  1997. 

■ Net  interest  Expense:  Net  interest  expense  declined  by 
over  FRF  200  million,  reflecting  a firther  reduction  in  Group 
indebtedness.  Net  debt  amounted  to  FRF  1.6  billion 
(€  244  million]  at  year  end,  following  buy-back  of  a total  of 
45  miltai  Schneider  shares  during  the  yea;  for  FRF  1 5 MBon 
(€  2 27  mHon). 

■ Net  Income:  Net  income  before  amortization  of  goodwS 
amounted  to  FRF  3.3  bUSon  (€  497  mffion),  up  172%  from 
the  1997  level.  Net  income  rose  by  22%  to  FRF  2.7  bDHon 
(€409  mHBon). 

Earnings  per  share  rose  by  1 7.5%  to  RIF  17.77  (€  2.71). 

■Cash  Ftow:  Cash  tow  from  operations  totaled  FRF4.9  Hion 
(€  741  milfion),  an  1 12%  increase  from  FRF  4.4  bXion  h 1997. 
Cash  flow  from  operations  more  than  covers  total  net 
investments,  which  amounted  to  FRF  2.1  bflfion(€323mBion) 
on  the  year. 


Herri  Lachmann  as  Charms!  and  Chiaf  Executive  Officer  of 
Schneider  SA  and  Jean-Paul  Jacamon  as  wee  Chairman  and 
Chief  Operating  Officer. 

The  Board  appointed  Didier  Pineau-Vfelencienne  Honorary 
Chairman  of  Schneider  SA  and  David  de  Pury  as  Chairman 
of  the  Autfit  Committee. 

Commenting  on  the  1998  results,  Didier  Pineau-Vafencienne 
stressed  the  continuing  progress  of  the  Group’s  performance: 
-Since  1996.  when  vreiaunched  the  Schn&der 2000 program. 
consfeterabte  progress  has  been  achievedihaB  areas.  Wehave 
mprc^ou-geoffaphicbalarKxamurxltiiew^  margined 
and  strengthened  our  market  shares,  stepped  up  the  pace  of 
innovation  and  made  significant  producfwfly  gains.  As  a result, 
over  tins  period,  we  have  doubled  net  income. 

We  have  completed  our  refocusing  on  our  two  care  activities, 
electrical  (fisfrfoutian  (including  final  disffljutjon)  and  industrial 
automation.  The  Schneider  teams.  As  management  and  the 
new  Chairman  and  CEO  ana  weti  positioned  to  strengthen  the 
Grotto  5 worldwide  kadershp  and  preserve  As  independence-. 

Having  thanked  Didier  Ffoeau-UaJendenne  for  his  corsderable 
contribution  to  the  Group,  Henri  Lachmann  presented  to  the 
Board  the  key  initiatives  he  intends  to  conduct,  in  foe  with 
the  Group's  longstanding  strategy : - Schneider  wB  pursue 
the  development  of  its  two  core  businesses,  aimed  at 
accelerating  profitable  growth  enhancing  responsveness,  and 
aggressNefy  reducing  stnictural  costs 


THE  SOUTH  AFRICAN  BREWERIES  LIMITED 

(Hag  No.  6Srifi02Sr06) 

(Incorporated  in  Die  RepuMc  of  South  Africa) 

(The  Company*) 

Result  of  the  award  of  additional  South  African  Breweries  pic  (“SAB  pic”)  shares 

Further  to  the  announcement  published  in  the  press  on  Friday.  1 1 December  1998,  and  subject  to  the 
condition  that  the  transaction  and  unbundling  referred  lo  in  the  Company's  announcement  dated 
4 December  1998  becomes  unconditional  and  is  implemented  in  its  entirety,  elections  from  ordinary 
shareholders  to  receive  a second  interim  cash  dividend  of  280  cents  per  ordinary  share  on  account  of 
the  year  ending  31  March  1 999  were  made  in  respect  of  a total  of  1 77  486  526  ordinary  shares  in  the 
Company,  resulting  in  a second  interim  cash  dividend  payment  of  R496  962  272,80. 

As  a result,  a total  combined  dividend  payment  of  R497  216  892,21  (which  indudes  R254  61 9,41  in  a 
residual  cash  dividend  payable  in  lieu  of  a fractional  entitlement  to  ordinary  shares  ("shares’!  in  SAB 
pic)  is  conditionally  due  by  the  Company. 

Accordingly,  pursuant  to  the  award  of  additional  SAB  pic  shares  and  based  on  the  weighted  average 
price  ol  the  Company's  ordinary  shares  on  the  Johannesburg  Stock  Exchange  ("the  JSIT)  tar  the  four 
business  days  ended  Thursday.  25  February  1 999,  ol  R93.30.  1 1 462  800  new  SAB  pic  shares  are  lo 
be  issued  to  ordinary  shareholders  on  Ihe  basis  of  6.362272  new  SAB  pic  shares  for  every  100 
ordinary  shares  held,  which  represents  a 50.36%  issue  in  lieu  of  the  second  interim  cash  dividend 
Accordingly,  the  number  of  issued  shares  of  SAB  pic  conditionally  awarded  is  1 1 462  800. 

Listings 

Subject  to  the  approval  ol  the  JSE  and  the  London  Stock  Exchange,  the  listings  of  the  11  462  000 
new  SAS  pic  shares  are  expected  to  commence  on  Monday.  8 March  1 999. 

Posting  of  share  certificates  and  cheques 

Share  certificates  in  respect  ol  the  new  SAB  pic  shares  and  cheques  in  respect  of  the  second  interim 
cash  dividend  and  the  residual  cash  dividend  in  respect  of  It  actional  entitlements  to  new  SAB  pic 
shares  will  be  posted  to  the  applicable  shareholders  registered  on  the  South  African  share  register 
by  Securemarl  and  ordinary  mail  respectively  and  to  the  applicable  shareholders  registered  on  the 
United  Kingdom  share  register  by  first  class  mail,  on  or  about  12  March  1999,  subject  to  the 
abovememioned  approvals,  and  fulfilment  ol  the  conditions  referred  to  above. 

By  order  ol  the  Board 

A O C Tonkinson  2 Jan  Smuts  Avenue 

Group  Secretary  Johannesburg,  2001 


2 March  1999 
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COMPANIES  & FINANCE:  UK 


Sun  Life  to  raise  premiums 


By  Andrew  Sofger, 

b»uance-CoirespaKieiit 

Sun  Life  & Provincial 
Holdings,  the  UK  arm  or  the 
.French  insurer  Axa,  yester- 
.day  became  the  latest  UK 
^insurer  to  signal  higher  pre- 
miums  in  the  household  and 
-commercial  property  sectors, 
where  rates  have  been  Oat  in 
recent  years  in  spite  of  large 
weather-related  losses. 

Sun  Life  said  It  intended 
to  increase  household  tnsur- 
Jance  premiums  by  A per  cent 
_from  April  and  commercial 
„ property  rates  by  5 per  cent. 
Andy  Homer,  chief  executive 
of  general  insurance,  said: 
“We  have  to  push  prices  up 
- even  if  we  lose  some  busi- 
ness.” 

- Last  week  CGU,  the  UK’s 
largest  composite  insurer, 
and  Norwich  Union,  both 
said  they  were  determined  to 
increase  genera]  insurance 
premium  rates. 

Mr  Homer  said  Sun  Life’s 
personal  motor  premiums 
had  increased  by  11  per  cent 
lest  year  through  its  direct 
channel  and  by  8 per  cent 
through  intermediaries. 
Motor  fleet  rates,  one  of  the 
| most  competitive  areas  of 
rthe  market,  had  been 
.increased  by  11.5  per  cent. 

He  said:  “We  are  going  to 
'see  double-digit  increase  in 
motor  premiums  in  1999,  and 
.there  is  no  evidence  this  is 
’running  out  of  steam.” 

Meanwhile.  Sun  Life  said 
its  proposed  merger  with 
‘ rival  insurer  Guardian  Royal 
'.Exchange  was  now  expected 
.to  generate  annual  cost 


COMMENT 


Lord  Douro  (right)  with  Marie  Woods,  chief  executive:  markets  remain  highly  competitive  Snead  Lynch 


savings  of  £55m  (*88m)  - up 
from  its  initial  estimate  of 
£50 ca.  The  company  said  its 
£3-2bn  offer  for  GRE  would 
move  the  combined  opera- 
tion to  third  position  in  the 
UK  life  market,  third  place 
in  general  insurance,  and 
second  largest  in  health 
insurance. 

Mark  Wood,  group  chief 
executive,  said  it  was  not 
clear  where  most  share- 
holder value  lay  regarding 
GRE’s  Irish  operations  and 
life  insurance  business,  so 
both  areas  would  be  subject 
to  a strategic  review  by  the 
enlarged  group  lasting  four 
or  five  months. 


No  options  would  be 
excluded,  including  disposal 
or  integration,  he  added. 

Sun  Life's  operating  prefit 
from  continuing  activities- 
was  £247.lm  last  year,  up  14 
per  cent  on  the  previous  12 
months. 

Underlying  earnings  per 
share  rose  by  IB  per  cent  to 
22.  lp.  A final  dividend  of 
9.1p  i7.9p)  gives  a total  of 
I3.5p.  an  increase  of  15  per 
cent. 

Operating  profit  from  the 
life  and  pensions  division 
was  up  21  per  cent  to  £210m, 
and  embedded  value  was  up 
15  per  cent  to  £1.46bn. 

In  general  insurance,  oper- 


ating profit  was  down  to 
£26m  from  £52m  the  previ- 
ous year.  The  company  said 
Axa  Insurance's  underlying 
performance,  in  spite  of  an 
underwriting  loss  of  £35.4m, 
was  commendable  in  a 
highly  competitive  market. 

Asset  management  gener- 
ated operating  profit  before 
tax  of  £29. Lu,  up  24  per  cent. 

Lord  Duoro.  chairman, 
said:  “While  the  current  year 
has  started  well,  nonetheless 
the  markets  in  which  we 
operate  remain  highly  com- 
petitive and  the  and  the 
financial  markets  continue 
to  be  volatile  and  highly 
priced.” 
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How  much  further  can  the 
auction  for  the  Mirror  Group 
run?  Yesterday's  cash  and 
sbares  offer  from  Trinity, 
which  values  the  newspaper 
group  at  about  2l5p  per 
share,  is  already  generous 
enough.  Adding  another  15p 
or  so  to  secure  Mirror’s 
approval  and  see  off  the  200p 
cash  offer  from  Regional 
Independent  Media  would 
probably  destroy  value.  At 
230p  per  share,  the  level 
likely  to  secure  the  agree- 
ment of  Sir  Victor  Blank, 

Mirror  chairman,  the  cost  of 

buying  Mirror  and  assuming 

its  £500m  (SSOOm)  net  debt 
pile  would  exceed  £1.5bn.  Trinity  can  count  on  about  £15m 
in  savings  from  the  two  companies’  overlapping  regional 
newspaper  interests,  which  would  take  Mirror's  forecast 
2000  operating  profits  to  about  £150m-£I60m.  But,  after  tax. 
this  would  leave  a return  on  investment  or  just  7 per  cent, 
well  below  Trinity's  cost  of  capital.  Given  the  scale  of 
investment  required  at  the  Mirror’s  ailing  Sunday  newspa- 
pers, offering  more  upfront  seems  unwise.  Trinity's  best  bet 
would  be  to  hold  fire,  secure  Monopolies  and  Mergers  Com- 
mission approval  and  then  leave  it  to  Mirror’s  shareholders 
to  decide  on  its  fate  for  themselves. 

Bank  of  Scotland 

Mixing  money  and  religion  Is  a delicate  business.  In  starting 
a direct  banking  venture  with  Pat  Robertson,  the  US  televi- 
sion evangelist,  Bank  of  Scotland  clearly  believes  it  could 
also  be  a lucrative  one.  If  the  tie-up  genuinely  gives  BoS 
access  to  the  55m  viewers  of  Mr  Robertson’s  Christian 
Broadcasting  Network,  the  hank  could  be  right  After  all, 
BoS  has  already  tested  the  affinity  group  principle  in  the 
UK.  allying  itself  with  the  less  spiritual  J.  Sainsbury  super- 
market chain.  Within  two  years,  Salisbury's  Bank  has  cap- 
tured 800,900  customers,  just  under  10  per  cent  of  the  tar- 
geted group  - the  supermarket's  9m  loyalty  card  holders.  A 
similar  penetration  of  Mr  Robertson's  flock  would  give  the 
new  bank  more  than  5m  account  holders.  The  key  will  be  to 
bold  down  costs.  Administration  should  be  kept  cheap 
through  outsourcing.  Mr  Robertson  will  probably  provide 
airtime  on  his  channel  for  advertising  in  return  for  a chunk 
of  equity.  Every  penny  counts.  Despite  its  impressive 
take-up,  start-up  and  customer  acquisition  costs  mean  Salis- 
bury's Bank  has  yet  to  reach  profitability.  If  BoS  can  find 
more,  cheaper  customers  through  Mr  Robertson,  it  could 
have  itself  a winner. 


Scholey  to  head 
Close  Brothers 
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By  Jane  Martinson, 

Investment  Correspondent 

Sir  David  Scboley,  credited 
with  building  SG  Warburg 
into  one  of  the  UK’s  biggest 
investment  banks  before 
selling  it  to  Swiss  rivals,  is 
to  become  non-executive 
chairman  of  Close  Brothers, 
one  of  the  few  remaining  UK 
Independents. 

Close  Brothers  announced 
the  appointment  yesterday 
as  it  reported  better- than -ex- 
pected pre-tax  profits,  which 
fell  from  £36. 7m  to  £33.2m 
($53.lm)  in  the  six  months  to 
the  end  of  January. 

Sir  David,  who  has  been 
tipped  for  several  higher  pro- 
file City  jobs  in  the  three 
years  since  he  stepped  down 
as  chairman  of  SBC  War- 
burg. is  to  become  a non-ex- 
ecutive director  before  tak- 
ing over  as  chairman  in 
October.  He  replaces  Michael 


Morley,  who  is  retiring  a 
year  earlier  than  planned 
due  to  ill  health. 

Sir  David,  once  tipped  as  a 
possible  governor  of  the 
Bank  of  England,  was  coy 
about  his  plans  for  Close 
Brothers.  But  he  offered  sup- 
port for  its  independent  sta- 
tus. “There  will  always  be  a 
future  for  good  businesses  in 
any  sector,"  he  said. 

The  group  expanded  its 
investment  banking  activi- 
ties into  continental  Europe 
last  year.  It  also  said  yester- 
day that  it  had  further  ambi- 
tions in  several  niche  areas 
such  as  asset  management. 

Shares  fell  32 '/ip  to  632 Mp 
yesterday,  which  surprised 
several  analysts  who  blamed 
profit -taking  after  a sharp 
rise  in  the  shares  since  the 
beginning  of  the  year.  At 
least  two  brokers  upgraded 
year-end  forecasts  to  above 
£65m  following  the  results. 


This  announcement  appears  as  a matter  of  record  only 

£95,750,000 

Development  and.  Investment  Facility 

provided  to 

Alice  Developments  Limited 

(an  affiliate  of  a Mirror  Group^plc) 

Developed  by  Gemini  Investments  Limited 

for 

33  HOLBORN,  EC4 

A 317,826  sqft  office  development,  situated  on  Holbom  Circus, 
part  pre-let  to  Andersen.  Consulting 

Agent  Bank 

££5 . Westdeutsche 
— ImmobilienBank 

finance  provided  by 

555!  Westdeutsche 
££2r  ImrrrobilienBank"- 
as  C^Abahgpr”  ' ’ “ j : 

Helaba 

ii  ■ Ttilhwi* QwWwfc 


m 


as  Co-Arranger . 

and 

Eurohypo 


Swap  stmeturedandpro  vided  by 

^^WestLB  GDFT 


The  notice  is  Issued  In  compSance  wnti  the  requirements  of  London  Stock  Exchange  Ltmtoi  (the  London  Stack  Exchange. 
It  itoss  not  constitute  an  oftET  cr  Invitation  to  any  person  to  subscribe  for  or  purchase  ary  shares.  Appflcatkxi  has  been  made 
to  (be  London  Stock  Exchange  for  (be  whole  of  the  onfinary  share  capital  of  South  African  Breweries  pic,  issued  and  to  be 
issued  pursuant  to  the  Placing,  to  be  admitted  to  the  Official  List  ft  is  expected  that  such  admission  to  the  Official  Lisa  wffl 
become  effective  aid  brat  unconditional  dealings  in  the  ordinary  shares  wffl  commence  on  8 March  1999.  AD 
dealings  prior  to  Die  commencement  of  unconditional  dealings  will  be  at  the  sole  risk  of  (he  patles  concerned. 


SOUTH  AFRICAN  BREWERIES  pic 

Incorporated  in  England  and  Wales  under  (he  Companies  Act  1985 
with  registered  number  3528416 


Of 

70,179,538  Onfinary  Sbares  of  US$0.10  each  at  428p  per  share 
Sponsored  by 

Robert  Honing  & Go.  Limited  Cazemwe  & Co. 

Expected  share  capital  immediately  Wkwing  Admission 


Auffiorised 

Nomnslvalue  Nunte 

USS2DO.OOO.OOO  3^0.000.000 

£50.000  50.000 

■ Asactwg  no  ootix  at  toe  Mtoagers'ftam. 


(Wray  Shares  ol  US$010  each 
Deterred  Shares  m £i  wen 


teuerf  and  My  pakr 
Nominal  vafeie  Number 

USSn5.2Q0.114  782 All  .140 

£50.000  50.000 


South  African  Breweries  pic  is 

• the  fourth  torgest  brewer  to  the  world  by  volume,  with  brewing  operations  to  19  different  countries  and  total 
output  In  fta  year  ended  31  Standi  1998  of  43  miBion  hectofltresof  been 

■ the  largest  baffler  and  distributor  of  carbonated  soft  drinks  in  southern  Africa,  and 

■ one  of  the  largest  hotel  operators  fai  Africa  aid  a leading  player  to  the  expanding  South  African  gaming 
industry 

Copies  of  the  feting  particulars  which  have  been  pubfished  and  dated  T March  1999  relating  to  South  African  Breweries  pic 
and  toe  Racing  may  be  obtained  during  normal  business  hows  on  any  weekday  (Saflrrdays  and  public  hofirisys  excepted) 
from  ihe  Oats  ot  this  notice  up  to  aid  touting  15  March  1999,  tor  collection  only,  from  the  Company  Amcunranente  Office, 
London  Stock  Exchange,  the  London  Stock  Exchange  lower,  Old  Broad  Sreet.  London  EC2N  IMP  and  from: 


Robert  Reining  8 Co.  United 
25  Copthal  Auenue 
London  EC2R7DR 


CazenoweSCo. 

12  lokenhouse  Ylard 
London  EC2R  7AN 


Loud  White  Durant 
65  Hohom  Viaduct 
London  EC1A2DY 


The  ordhaiy  shares  of  US$0.10  each  haue  not  been  and  wB  not  be  registered  under  the  Untied  States  Searties  Act  c#  1933 
ftrie  ‘Securities  teT)  and  may  no<  be  offered  or  sold  in  the  Urifed  Slates  except  prrrsuani  a an  exemption  from,  or  ki  a trans- 
action net  subject  to,  the  re^stratton  requirements  of  the  Searities  Art.  The  ordoary  shares  are  being  offered  In  tha  Unted 
States  only  to  qmfffed  InsiitutBnai  buyers  Si  reliance  Dn  the  aempOon  from  She  regfe&ation  requiremente  of  the  Securities 
Ad  proutfed  by  Ride  144A  thereunder  and  are  being  offered  and  sold  ouldde  the  United  Slates  to  refancs  cr  Ftegutatkn  S 
under  the  Securities  Act 

2 March  19% 
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Expansion 
in  Europe 


Results  for  the  6 months  ended 
31  December  1998 

Results  for  the  second  half  of  1 998  demonstrated 
the  strength  of  the  Group's  strategic  approach  in  all 
economic  conditions,  with  our  three  main 
businesses  achieving  healthy  organic  growth  as  well 
as  benefiting  from  carefully  selected  acquisitions  in 
the  UK  and  on  the  Continent  of  Europe. 

Profit  before  tax  and  goodwill  amortisation 
rose  by  20%  to  £1 10.4  million,  and  interim  earnings 
per  share  by  1 9%  to  9.2p.  In  fine  with  Hays'  policy 
of  consistently  growing  shareholder  returns,  the 
interim  dividend  will  be  increased  to  2.0p  per 
Ordinary  Share. 

Important  Developments 

We  continue  to  benefit  from  the  trend  towards 
the  contracting-out  of  major  business  functions  in 
the  areas  of  distribution,  commercial  operations 
and  personnel. 

In  addition,  we  are  successfully  expanding  all 
three  businesses'  operations  into  the  Continent  of 
Europe  through  the  careful  acquisition  and 
development  of  companies  with  compatible 
management  structures  and  business  philosophies. 

Prospects 

All  three  core  activities  remain  well  placed  for 
growth.  Planned  future  developments  include  new 
outsourcing  contracts  and  further  acquisitions  to 
build  on  our  increasing  progress  throughout  Europe. 


DISTRIBUTION 


Operating  profits  were 
ahead  of  second  half  1997 
by  5%  to  £38.4  million. 
Our  presence  in  all  the 
major  European  countries 
is  a great  advantage  as  both 
retailers  and  manufacturers 
reorganise  thor  distribution 
across  Europe. 


COMMERCIAL 


Operating  profit  rose  by 
21%  to  £34.7  million.  Mail 
Services  is  now  a leader  m 
pre  9 am  deliveries  in 
France.  Following  recent 
acquisitions  Hays  now  offers 
a broad  range  of  Business 
Process  Support  Services. 


Operating  profit  up  30%  to 
£41.6  million.  Strong  growth 
continues  particularly  for 
temporary  placements. 
Hays  Personnel  is  now  well 
established  m France  in  the 
specialist  sectors  of  IT 
Banl-ing  and  Insurance  staff. 


FINANCIAL  HIGHLIGHTS 

FOR  THE  SIX  MONTHS  ENDED  31  DECEMBER  1998 


1997  1998  %Change 


Profit  before  tax* 

£92. 2m 

£II0.4m 

+20 

Earnings  per  ordinary  share* 

7.7p 

9-2p 

+ 19 

Net  dividend  per  share 

1-7  P 

2.  Op 

+ 16 

• Brian  eteepkHl  km  md  uneroattai  qI  piM 

To  receive  a copy  of  the  Interim  Report  for  1998, 
please  write  to  David  Beekky, 

Hays  pic.  Hays  House,  Mill  mead.  Guildford,  Surrey  GU2  5HJ. 

ThEttraaonolHy  pre  aojpi  rtpomMiy  lor  dn  anawaald««l»Brig«ii>w»r»di 
has  bun  ippreiedfar  a*  ptfpatei  olttmoBSJ  ffl  Du  FAtaeal  WnM  A«  IMS  by 
DtMttft'foudibHaHmt.l  bnJi  N»—  Union  EC4A  ITU.  > tm  HTfeortad  by 

T1w  Imam  cfCbgtgcdtoatfMVitn&ifaadxnd  Writs  many  oh  « 
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Allied  Domecq  works  towards  demerger 


By  John  woman. 

Consumer  Industries  Etitor 

Allied  Domecq.  the  world's 
second  largest  spirits  group, 
is  working  towards  a demer- 
ger which  could  lead  to  a 
separate  listing  for  its  lei- 
sure and  retailing  division 
which  includes  the  Firkin 
pubs  in  the  UK  and  Dunkin’ 
Donuts,  the  fast-food 
chain. 

The  demerger  would  leave 
the  spirits  division,  which 
makes  Ballantine's  scotch 
whisky.  Beefeater  gin  and 
Sauza  tequila,  free  to  tie  up 
with  another  group  to  create 
a rival  to  Diageo,  the  world's 


largest  drinks  group  formed 
in  1997  by  merging  Grand 
Metropolitan  and  Guinness. 

Allied  has  been  In  talks 
with  most  of  the  larger 
spirits  producers  over  a 
merger,  with  the  expectation 
that  the  leisure  and  retailing 
division  would  subsequently 
be  sold.  In  the  absence  of  a 
deal,  however,  the  UK  group 
is  prepared  to  demerge  to 
boost  its  share  price  which 
has  fallen  from  634p  in  April 
last  year  to  473p  yester- 
day. 

“Anyone  who  believes  the 
two  halves  of  this  business 
will  be  together  in  five 
years’  time  is  seriously 


deluded.”  said  a senior 
executive. 

Analysts  see  the  appoint- 
ment of  Philip  Bowman  as 
finance  director,  announced 
in  October,  as  prelude  to  a 
split  Mr  Bowman,  a former 
finance  director  of  brewing 
group  Bass,  has  experience 
as  chief  executive  of  a listed 
company,  having  run  Coles 
Myer,  the  Australian 
retailer. 

Mr  Bowman  has  been  tak- 
ing a hands-on  approach  to 
sorting  out  the  troubled 
pubs  division  where  poor 
trading  at  the  end  of  1998  led 
to  a profits  warning  at 
Allied's  annual  meeting  in 


Aegis  aiming  to  become 
market  leader  in  US 


By  Thorold  Barker 


Aegis,  the  media  buying 
group  which  makes  more 
than  85  per  cent  of  Its  reve- 
nues In  Europe,  has  set  itself 
the  target  of  becoming  the 
US  market's  biggest  revenue 
earner  In  five  years. 

The  group,  which  reached 
the  top  ten  alter  just  two 
years,  is  also  looking  to 
build  its  Asian  and  South 
American  businesses  by 
acquisition  and  could  spend 
about  £50m-£100m  ($160m> 
over  the  next  few  years. 

Crispin  Davis,  chief  execu- 
tive, said  clients  increasingly 
wanted  a global  service  and 


Aegis  needed  to  get  a foot- 
hold in  six  key  markets  in 
Asia  and  Latin  America 
before  its  coverage  was  com- 
plete. 

He  said  the  group  would 
return  cash  to  shareholders 
if  it  could  not  find  the  right 
deals. 

Pre-tax  profits  rose  to 
£50.6m  (£45 .6m  I on  turnover 
of  £4.13bn  (£3.65bn)  for  the 
year  to  December  31.  Global 
net  new  business  rose  by 
$770m,  including  $280m  in 
the  US,  giving  Aegis  a 1 per 
cent  share  - the  market 
leader  has  about  3 per  cent 
In  Europe,  where  Aegis  bas 
12  per  cent,  net  new  business 


was  $432m. 

Gross  margins  rose  from 
5.8  to  5.4  per  cent  as  the 
group  increased  income  its 
strategy  planning  and  other 
value-added  services,  reduc- 
ing dependency  on  lower 

margin  madia  buying. 

The  group  spent  £17m  on 
acquisitions,  including  Free- 
man Associates,  a Boston- 
based  agency  specialising  in 
internet  advertising  and 
high-tech  markets. 

A final  dividend  of  0.5p 
makes  0.85p  (O.Tp)  payable 
from  eamings  per  share  of 
4p  <3J3p). 

The  shares  rose  2l4p  to 
123p. 


January  which  knocked 
almost  a fifth  off  the  share 
price. 

"He  is  spending  an  awful 
lot  of  time  doing  what  Is  the 
role  of  the  chief  executive  of 
the  pubs  business,”  said  one 
analyst  “He  talks  and  acts 
like  a chief  executive,”  said 
another. 

Allied  bas  also  redeemed 
various  loan  notes  in  recent 
months  which  were  possible 
obstacles  to  a demerger. 
These  were  taken  out  by  the 
spirits  businesses  but 
secured  on  the  earnings  or 
property  of  the  UK  pubs. 

Tony  Hales,  chief  execu- 
tive, would  say  only  that  a 


split  was  a matter  of  prag- 
matism rather  than  great 
principle. 

“We're  removed  all  the 
technical  impediments  to 
demerger  and  have  a lot  of 
strategic  freedom  to  move," 
he  said.  “But  there  needs  to 
be  a positive  reason  to  pro- 
ceed.” 

He  added  that  the  difficul- 
ties in  the  pubs  business 
-could  makp  a demerger  diffi- 
cult in  the  immediate  future. 
But  he  said  further  consoli- 
dation was  inevitable  in  the 
drinks  Industry. 

“We  expect  it  to  happen, 
our  doors  are  open  but  we 
are  waiting  for  a move  from 


other  parties.  In  10  years, 
there  will  be  only  three  big 
players  with  a lot  of 
rationalisation  in  the  middle 
group." 

Most  speculation  has  cen- 
tred on  a tie-up  between 
Allied's  spirits  division  and 
Seagram,  the  Canadian 
entertainment  and  drinks 
group  which  is  the  world's 
third  largest  spirits  producer 
by  volume. 

Late  last  year  Seagram 
ended  talks  between  the  two  i 
groups  over  closer  working  I 
arrangements  ranging  from 
joint  ventures  to  merger,  in 
order  to  complete  its  acquisi- 
tion of  Polygram. 


Burmah  set  to 
return  £280m 


Crispin  Davies:  clients  increasingly  wanted  a global  service 


David  Ahmed 


By  Lucy  Smy 

Burmah  Castrol.  the 
lubricants  and  chemicals 
group,  yesterday  said  it 
would  return  £280m  ($443m) 
to  shareholders  in  May,  with 
the  orin  of  lowering  its  cost 
of  capital  and  raising 
returns. 

The  shares  jumped  44p  to 
859p  on  the  news,  which  was 
the  latest  in  a series  of 
announcements  of  pay-outs 
to  shareholders  by  UK  busi- 
nesses, including  Unilever, 
Centrica.  Halifax  and  Associ- 
ated British  Forts. 

Analysts  expect  the  return 
on  capital  to  increase  earn- 
ings per  share  by  5-6  per 
rant  this  year  and  by  about 
10  per  cent  in  2000. 

The  cash  pay-out  will  take 
the  form  of  a share  split  of 
wteHng  shares  into  ordinary 
and  capital  shares.  The  capi- 
tal shares  would  then  be 
bought  for  13lp  in  cash  or 
loans  and  cancelled,  cutting 
the  number  of  shares  in 
issue  by  16.7  per  cent. 

The  company  announced 
its  intention  to  return  at 
least  £250m  to  shareholders 
a year  ago.  but  the  increased 
amount  stated  yesterday  sur- 
prised analysts  who  took  it 
as  a clear  signal  of  the  com- 
pany’s strength. 

Burmah  Castrol  said  1996 
profits  were  only  marginally 
lower  yesterday,  despite 
tough  world  chemicals  mar- 
kets. 

Many  analysts  had  expec- 
ted Burmah  to  be  badly  hit 


by  the  economic  downturn 
in  south-east  Asia,  where. the 
group  had  been  focusing, 
much  of  its  efforts  for  the 
last  few  years.  However  Tim 
Stevenson,  chief  executive, 
•‘In  constant  currency 
terms  we  made  the  same 
amount  there  in  199S  as 

1997. ” 

Taking  into  account  cur- 
rency translation,  the  group 
made  a full  year  pre-tax 
profit  of  £235m  after  an 
exceptional  charge  of  £14.3®, 
down  from  £237m  after  a 
£42m  exceptional  in  1997,  ah 
turnover  of  £2J34bn  (£2J3hn). 

The  company’s  aggressive 
marketing  campaign  and 
expansion  into  southern 
China  cost  about  £5m . in 

1998,  and  the  venture,  mar- 
keting oil  for  scooters  and 
motorbikes,  is  not  expected 
to  move  into  profit  until 
2001.  However,  Mr  Stevenson 
said:  "In  terms  of  growth,  it 
Is  tremendously  exciting. 
There  are  8m  new  bikes  sold 
there  every  year,  and  each 
bike  uses  6 litres  of  011." 

As  well  as  difficult  mar- 
kets In  south-east  Asia,  Bur- 
mah also  increased  its  bad 
loans  provision  in  Russia  by 
£7m,  and  said  it  was  cutting 
non -marketing  expenditure 
in  South  America  until  trad- 
ing conditions  improve. 

In  Europe,  - Burmah;  is 
planning  a three  year,  EllOm 
restructuring,  which  it  said 
would  create  benefits  of 
£20m  in  2000,  and  more  than 
£30m  per  year  in  the  follow- 
ing three  years. 


Mirror  to  consider  TV  assets  sale  I Billiton’s  $1.5bn  investment  drive 


By  John  Gapper, 
Media  Editor 


The  board  of  Mirror  Group, 
the  newspaper  company,  will 
today  consider  the  possible 
sale  of  its  television  assets 
after  it  yesterday  rejected  an 
£972m  <$1.55bn)  takeover 
offer  from  Trinity,  the 
regional  newspaper  pub- 
lisher. 

The  chances  of  an  immedi- 
ate bid  battle  for  Mirror 
receded  yesterday  after  it 
rejected  Trinity's  cash  and 
shares  offer.  Trinity  is  now 
thought  likely  to  refer  its 


interest  to  the  Monopolies 
and  Mergers  Commission. 

Mirror  is  expected  to  sig- 
nal at  its  preliminary  results 
on  Thursday  that  it  is  likely 
to  sell  its  18.6  per  cent  stake 
in  Scottish  Media  Group, 
currently  worth  £l02m,  and 
will  also  consider  offers  for 
its  Live  TV  cable  channeL 

It  is  also  likely  to  disclose 
plans  to  relaunch  the  former 
Sporting  life  newspaper  as 
an  internet  website  includ- 
ing some  electronic  com- 
merce. 

The  plans  have  emerged 
from  a strategic  review  by 


John  Allwood,  its  chief  exec- 
utive. 

Trinity  yesterday  tabled 
an  offer  of  0.35  Trinity 
shares  and  40p  in  cash  for 
each  Mirror  share.  The  offer 
started  the  day  valuing  Mir- 
ror at  210p  per  share,  but 
rose  in  line  with  Trinity 
shares  to  value  It  at  213'lp. 

Trinity,  advised  by  Green- 
hill  & Co  and  Salomon  Smith 
Barney,  said  it  would  take  a 
few  days  to  decide  on  its 
□ext  move.  But  it  is  thought 
most  likely  to  refer  the  offer 
to  an  MMC  inquiry  that 
could  take  five  months. 


Philip  Graf.  Trinity's  chief 
executive,  insisted  that  the 
offer  was  “not  a sighting 
shot.  It  is  a good  and  fan- 
offer”.  Mirror,  which  had 
previously  discussed  a 
merger  with  Trinity  said  the 
offer  did  not  value  it  ade- 
quately. 

Mr  Graf  said  Sir  Victor 
Blank,  Mirror's  chairman, 
would  be  deputy  chairman 
or  the  new  company  under 
its  current  offer.  Sir  Victor 
was  to  have  chaired  the  , 
merged  group  under  the  pre- 
vious Trinity  Mirror  merger 
plans. 


By  GiDian  O’Connor, 

Mining  Correspondent 

Billiton,  the  second-largest 
mining  company  listed  in 
the  UK,  spent  $l.5bn  <£936m> 
expanding  operations  in  the 
past  six  months,  with  the 
aim  of  capitalising  on 
depressed  prices  for  mining 
assets. 

The  investment  drive 
stopped  short  of  the  big 
acquisition  some  analysts 
had  hoped  for. 

It  included  the  S488m  pur- 
chase of  minority  Interests 
in  the  Ingwe  coal  business  in 


Australia  and  South  Africa 
and  the  $275m  purchase  of 
minorities  in  QNL  the  Aus- 
tralian nickel  mine. 

Billiton  also  launched  a 60/ 
40  global  ferroalloys  partner- 
ship with  Anglo  American, 
which  involved  buying  out 
of  minorities  held  by  Saman- 
cor  for  S78m,  and  bought 
BHP's  minority  interests  in 
a manganese  mining  opera- 
tion for  S217m. 

Average  dollar  selling 
prices  for  many  commodities 
important  to  Billiton  were 
substantially  down  on  those 
for  the  first  half  of 


the  previous  year. 

Aluminium  fell  19  per 
cent,  nickel  37  per  cent, 
export  steam  coal  10  per  cent 
and  ferrochrome  12  per  cent. 

Profits  before  tax  fell  32 
per  cent  to  $310ra  in  the  six 
months  to  31  December,  on 
turnover  15  per  cent  lower  at 
$2.33bn. 

Operating  profits  dropped 
28  per  cent  to  8337m. 

So  far  in  the  second  half 
commodity  prices  have  been 
running  below  the  levels  of 
the  first  half. 

Brian  Gilbertson,  chair- 
man and  chief  executive 


warned:  “Unless  these  prices 
improve  sharply  in  the  final 
quarter  of  the  current  finan- 
cial year,  operating  profits 
for  the  second  half  will  be 
correspondingly  affected.” 

At  the  end  of  the  half  year 
46.9m  shares,  equivalent  to 
2.19  per  cent  of  the  issued 
capital,  had  been  bought 
back  at  a total  cost  of  8103m. 

Selling  by  South  African 
investors  has  continued.  The 
proportion  of  shares  held  on 
the  London  register  has  bas 
reached  51  per  cent.  US  insti- 
tutions hold  just  over  15  per 
cent  of  the  total.  . 
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is  pleased  to 
announce  the  opening  of 
a new  institutional  equity 
office  in  London. 


For  more  information  call 
Christopher  Green 
City  Tower.  40  Basinghall  Street 
London  EC2V  5DE  ■ 0171-562-1300 
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A KeyCorp  Company 


Mdtondd  hvosimonte  Inc.  A KeyCorp  Compoiy 
M-wber  NASD/NYSE/SIPC/SFA 
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EURO  PRICES 


EQUITIES 


Europe  hit  by  US  interest  rate  concerns 


CURRENCIES  & MONEY 


EURO  SPOT  FORWARD  AGAINST  THE  EURO 

Dot's  tU 


^Oi^O^yiEW 

By  Ftorfan  Ghnbd 


Fears  of  rising  US  interest 
rates  weighed  heavily  on 
most  European  markets  yes- 
terday as  US  Treasuries 
yields  continued  to  rise  on 
the  back  of  strong  US  eco- 
nomic figures. 

Initially,  markets  were 
expecting  the  steep  fall  of  US 
Treasuries  to  come  to  an 

FT»BWYlto^rVr>:-‘  V- 


end.  But  these  hopes  were 
dashed  by  the  latest  spate  of 
strong  US  data. 

The  National  Association 
of  Purchasing  Management 
reported  yesterday  that  its 
February  index  of  manufac- 
turing activity  had  climbed 
to  52.4,  the  highest  level 
« has  reached  since  May 
1998.  from  *19.5  in 
January. 

US  construction  spending 
also  rose  lb  per  cent  in 
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January,  the  fastest  rate  in 
seven  months. 

All  this  fanned  fears  of  a 
possible  interest  rate 
increase  by  the  Federal 
Reserve,  causing  bond  yields 
to  soar. 

Financials  and  insurance 
companies,  both  of  which 
are  highly  sensitive  to 
changing  interest  rate  expec- 
taions.  bore  the  brunt  of  yes- 
terday's sell-off. 
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were  affected  because  they 
hold  bonds  in  their  portfo- 
lios; and  bank  stocks  were 
downbeat  over  the  prospect 
of  higher  interest  costs," 
said  Ian  Scott  at  Lehman 
Brothers. 

Pharmaceuticals  were  also 
hit  by  rising  US  bond  yields, 
but  their  valuations  had 
already  looked  “rich1*,  said 
Mr  Scott 

The  FTSE  Eurotop  300 
index  fell  14.75  to  1,207.88, 


while  the  FTSE  Eurotop  100 
declined  33.92  to  2.770.58. 
The  FTSE  Ebloc  index  of 
leading  stocks  in  the  euro- 
zone settled  16.35  lower  at 
990.42. 

Soci6te  Generale  was  one 
of  the  few  financial  stocks  to 
defy  the  downward  trend. 
Analysts  considered  its 
shares  undervalued,  follow- 
ing its  recent  anouncement 
of  a merger  with  Paribas. 
The  bank's  share  price  went 

up  €1.7  to  €135.4. 

Industrial  group  Thyssen 
was  the  session's  loss  leader, 
plunging  €16.70  to  €166.35. 

after  the  stock  went  ex- 

dividend. 

The  Italian  telecom  sector 
was  boosted  by  the  ongoing 
takover  battle  between  Tele- 
com Italia  and  Olivetti.  But 
the  sector’s  outperformance 
could  not  lift  up  the  market 
as  a whole. 

Telecom  Italia  gained  €2  to 
€9.80  while  Olivetti  rose  €1 
to  €2.85. 
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L'OREAL 


PRELIMINARY  1998  CONSOLIDATED  RESULTS 

Sales:  up  9.1% 

Pre-tax  profit:  up  13.1% 

Consolidated  net  profit  before  capital  gains  and  losses, 
after  minority  interests:  up  12.1% 

At  its  meeting  on  24  February  1 999,  chaired  by  Mr.  Lindsay  OWEN-JONES, 
L’Ordal's  Chairman  and  CEO,  the  Board  of  Directors  reviewed  the  preliminary 
consoBdated  financial  statements  for  1998. 

Consoti dated  sales  for  1998  totalled  FF  75.4  billion  (€  11.5  billion),  an  increase  of 
9.1%  on  1997. 

ENdudng  the  2.1%  negative  exchange  rate  Impact,  year-on-year  growth  stood  at  112%. 
On  a Uke-tor-Ske  basis,  the  sales  growth  of  L'OREAL  amounted  to  10%,  excluding  15% 
lor  newly  consolidated  subsidiaries. 


fin  millions) 


Growth  Growth 

on  puttshed  figures  exducRng  exchange  rate  Impact 


Cosmetics 


in  FF 

61,541 

+ 9.6% 

+ 11.9% 

taeuros 

Dermatology  0/ 

In  FF 

991 

+ 24^% 

+ 25.3% 

■1  BUT06 

151 

Pharmaceuticals 
in  FF 

12,530 

+ 6.8% 

+ ao% 

In  auras 

1.010 

(1)  L’ORIcAL’S  interest  La.  50% 

Profit  on  ordriary  activities  before  taxation  and  employee  profit  sharing  increased  by 

13.1%  to  FF  8,780  million  {€  1.3  trillion). 
Performances  by  sector  were  as  foflows: 

Cosmetics  Dermatology  (1> 

Pharmaceuticals 

(tamBions)  Growth  (tamlione)  Grewth 

fm  mffions)  Growth 

Pro« 

baforo  taxation 

and  employee  FF  6,478  + 
profit  sharing  kiEun»  £08 
(1)  L’OREaL’S  Interest  l.e.  50% 


10.2% 


152 

23 


■ 55.5% 


2,081 

317 


18.8% 


The  Group's  tax  charge  has  increased  by  15.4%. 

Net  profit  before  capital  gains  and  losses,  after  minority  Interests,  which  is  used  to 
calculate  earnings  per  share,  is  forecast  at  FF  4,714  mffion  (€  718  million),  a 1Z1%  rise. 
The  Board  of  Directors  wBI  verify  the  preliminary  accounts  in  liaison  with  the  Statutory 
AudHors.  The  accounts  wfil  be  certified  on  7 Aprfl  1993. 

http://www.breal~finance.com 

and  E-mail : WbOtoreal-finance.cofTi 

L*Ofl£AL  - 41.  tuo  Mortra  - 92117  CUCHY,  France  - T6L : 33  (1)  47  56  70  00  - Fax : 33  (1)  <7  56  B0  02 
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Life  Sciences 
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For  further  information  please  contact: 

Justin  Mafham  in  London 

Tel:  +44  171  873  3760  Fax:  +44  171  873  3062  email:  justin.mafham@FT.com 
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Prices  retreat  on  rate-cut  gloom 


BENCHMARK  BONDS 


By  Vincent  Botand  In  London 
and  RJctatrd  Waters 
m New  York 


Prices  retreated  yesterday  as 
investors  sold  stock  on  the 
view  that  the  short-term 
scope  for  further  cuts  in 
interest  rates  in  all  the  main 
bond  markets  was  limited. 

More  data  from  the  US 
confirming  the  relentless 
pace  of  economic  growth 
sent  the  Treasury  bond  mar- 
ket sharply  lower  at  the 
start  of  New  York  trading. 

That  put  the  brakes  on 
European  markets,  which 
had  in  any  case  been  show- 
ing signs  of  imminent 
fatigue  as  the  euro  contin- 
ued to  slump. 

The  latest  straws  in  the 


wind  from  the  US  came  in 
the  monthly  report  of  the 
National  Association  of  Pur- 
chasing Managers.  Wall 
Street  had  expected  an 
NAPM  index  for  February  of 
around  50.  a level  to  suggest 
manufacturing  industry 
remained  poised  between 
expansion  and  contraction. 

Instead,  the  reading  was 
52.4.  That  was  the  highest 
level  seen  since  last  May. 
and  an  indication  that  US 
manufacturers  are  bouncing 
back  from  the  slump 
induced  by  the  Asian  cur- 
rency crisis. 

By  early  afternoon,  the 
yield  on  the  long-dated  US 
Treasury  had  risen  to  its 
highest  since  before  Russia's 
devaluation  last  August  The 
flight  to  bond  markets 
prompted  by  that  crisis,  and 


INTERNATIONAL  CAPITAL  MARKETS 

E1B  bonds 
to  boost 
Czech 
market 


a series  of  three  interest  rate 
cuts,  contributed  to  a rally 
that  briefly  took  the  yield  on 
the  30-year  bond  below  5 per 
cent  last  autumn. 

Yesterday's  1£  fall,  which 
left  the  long  bond  trading  at 
93S.  pushed  the  yield  up  to 
5.673  per  cent.  Shorter-dated 
securities  also  fell,  with 
two-year  notes  railing  ‘4  to 
99*.  lifting  the  yield  to  5.217 
per  cent,  and  10-year  securi- 
ties down  2 to  95%.  for  a 
yield  or  5.403  per  cent 
it  was  a similar  picture  in 
continental  Europe  but  for 
different  reasons.  The  con- 
tinued weakness  of  the  euro 
substantially  reduced  the 
already  slim  possibility  that 
the  European  Central  Rank 
will  cut  euro-zone  interest 
rates  at  its  policy  meeting 
this  week,  analysts  said. 


The  euro's  slide  against 
the  dollar,  which  touched  a 
fresh  high  against  it  yester- 
day. had  already  represented 
a substantial  degree  of  mon- 
etary easing,  but  that  bad 
not  diminished  calls  from 
Oskar  Lafontaine,  the  Ger- 
man finance  minister,  for 
the  ECB  to  cut  its  base  rate 
from  the  current  3 per  cent 

Euro-denominated  govern- 
ment debt  ended  substan- 
tially lower.  Analysts  said 
futures  markets  had  fallen 
through  important  support 
levels,  an  indication  that  the 
markets  are  not  in  great 
technical  shape. 

The  10-year  German  bond 
future  fell  0.69  to  close  at 
113.79,  although  that  was 
above  the  day’s  lowest.  In 
the  cash  market  the  yield  on 
10-year  bunds  rose  a fraction 


to  end  the  day  at  just  above 
4.08  per  cent. 

Even  in  the  UK.  the  most 
likely  source  of  a quick 
interest  rate  cut,  consumer 
credit  was  shown  to  have 
grown  in  January  by  more 
than  the  market  liked. 

There  was  better  news  on 
the  manufacturing  front, 
with  indications  that  the 
downturn  was  showing  signs 
of  levelling,  but  again  this 
was  interpreted  as  negative 
news  for  those  looking  for 
the  Bank  of  England  to  cut 
base  rates  this  week. 

There  is  no  consensus  on 
whether  the  Bank  will  agree 
to  ease  rates  further.  The 
June  UK  gilt  future  settled 
0.81  lower  at  116.14,  while  in 
the  cash  market  traders 
reported  weakness  along  the 
length  of  the  yield  curve. 


KfW  targets 
institutions 


eH^i.ooal  bond  issues 


NEW  ISSUES 

By  Khozem  Merchant 


Kreditanstalt  fur 
Wiederaufbau,  the  German 
development  agency  whjch 
eqjoys  a loyal  following  from 
retail  investors,  launched  a 
$l_5tan  bond  issue  designed 
to  emphasis  its  appeal  to 
institutional  investors. 

The  issue  marks  a reopen- 
ing of  tbe  high-volume  inter- 
national bond  market  since 
comments  on  interest  rates 
by  Alan  Greenspan.  US  Fed- 
eral Reserve  chairman,  pro- 
voked a large  sell-oEf  in  US 
Treasuries  last  week. 

“After  tbe  Greenspan  testi- 
mony and  yesterday’s  stron- 
ger than  expected  US  pur- 
chasing managers’  report, 
we  expect  a lot  of  cash  that 
has  stayed  on  the  sidelines 
to  re-enter  the  market,"  said 
Andy  Lothian  at  Dresdner 
Klein  wort  Benson. 


This  flow  will  be  aided  by 
a heavy  programme  of 
redemptions  over  tbe  next 
month,  estimated  at  $3J>bn 
and  including  high  credit 
names  such  as  Sweden.  A 
large  proportion  of  this  will 
be  re-invested  in  the  market, 
say  bankers. 

KfW’s  strategy  was 
designed  "to  emphasis  its 
status  as  a major  agency- 
issuer  rather  than  purely 
arbitrage-driven."  said  Eden 
Riche  at  Morgan  Stanley 
Dean  Witter,  which  along 
with  Dresdner  Kleinwort 
Benson  and  Warburg  Dillon 
Read,  lead  managed  tbe 
issue.  “KfW  is  now  crossing 
the  threshold  from  been  an 
arbitrage  issuer  to  being  a 
benchmark  issuer,"  he  said. 

European  institutional 
investors  are  expected  to 
lead  the  way  when  the  KfW 
issue  is  priced  today  at  a 
yield  spread  of  about  44 
basis  points  over  the  rele- 
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vant  US  Treasury.  Existing 
KfW  bonds  are  trading  at  42 
basis  points  over  Treasuries. 

“This  bond  is  priced  to 
clear."  said  one  banker,  sug- 
gesting KfW  was  prepared  to 
give  ground  on  pricing  to 
meet  its  broader  strategy. 

Strong  interest  is  also 
expected  from  Asia  and  the 
US,  notably  off-shore 
accounts,  as  most  US  inves- 
tors are  precluded  due  to  the 


international,  as  opposed  to 
global,  format  of  the  issue. 

Eve  NV  became  the  first 
Belgian  issuer  of  euro- 
denominated  asset-backed 
bonds.  Tbe  long-dated  €324m 
issue  was  secured  on  a port- 
folio of  mortgages  originated 
by  a network  of  social  credit 
institutions  in  the  Flemish 
region  of  Belgium,  a conser- 
vative market  with  a low 
default  rate. 


The  bond  will  be  priced 
this  week  at  a spread  of 
about  22  basis  points  over 
three-month  euribor. 

CIBC  Wood  Gundy,  lead 
manager  with  Bacob  Bank/ 
Aries  la  Bank,  said  the  issue 
was  structured  as  a single 
class  of  triple  A rated  notes, 
in  contrast  to  the  multi- 
tranche  structures  that  have 
been  typical  of  Belgian  mort- 
gage-backed securities. 


By  Robert  Anderson  hi  Prague 


The  European  Investment 
Bank,  tbe  financing  arm  of 
the  European  Union,  has 
launched  a KcSObn  (8871m) 
bond  programme  In  the 
Czech  Republic.  The  koruna 
programme  is  the  EIB's  first 
in  the  Czech  capital  market 
and  is  likely  to  create  bench- 
marks for  long-term  paper. 

Under  the  programme, 
issues  with  the  same  AAA 
rating  as  Czech  government 
bonds  and  with  maturities  of 
up  to  30  years  can  be  made 
over  the  next  few  years. 
Commerzbank  lead-managed 
a K£3bn  inaugural  issue  of 
10-year  bonds  with  a coupon 
of  8.2  per  cent  under  tbe  pro- 
gramme last  week. 

Wolfgang  Roth,  an  EEB 
vice-president,  said  the  pro- 
gramme was  designed  to 
meet  Increasing  demand 
from  Czech  borrowers  for 
koruna-denominated  loans. 
He  said  it  would  help 
develop  the  Czech  capital 
market  by  providing  paper 
with  longer  maturities  and 
by  expanding  the  range  of 
available  instruments. 

The  RfR  began  a similar 
Ft20bn  programme  in  Hun- 
gary in  1997  and  Mr  Roth 
said  a Polish  programme, 
which  has  been  delayed, 
would  come  next. 

It  said  tbe  moves  will  sup- 
port the  integration  of  these 
countries  into  the  interna- 
tional capital  markets,  in 
preparation  for  their  even- 
tual entry  into  the  European 
Union. 

The  KIR,  the  largest  non- 
sovereign  borrower  in  the 
international  capital  mar- 
kets, is  the  biggest  lender  to 
central  Europe.  Its  lending 
to  the  EU  applicant  coun- 
tries increased  by  60  per  cent 
to  €2.4bn  last  year,  repre- 
senting almost  half  its  total 
lending  outside  the  EU. 


Sharp  fall  in 

international 
Russian  debt 


By  Arkady  Ostrovsky  hi  London 
and  John  TbomhAI  in  Moscow 


Fears  that  Russia  might  be 
forced  to  restructure  the 
terms  of  its  international 
bonds,  coupled  with  the  lat- 
est crisis  in  talks  with  west- 
ern hanks  on  its  defaulted 
domestic  bonds  (GKOs), 
have  sparked  a dramatic 
drop  in  its  international 
bond  prices. 

The  price  of  the  most  liq- 
uid Russian  bond,  maturing 
in  2007.  has  fallen  by  19  per 
cent  in  the  past  two  weeks. 
It  is  now  worth  25  per  cent 
of  its  face  value,  following 
speculation  that  Russia's 
post-1992  debt  might  be 
Included  in  a comprehensive 
restructuring  package. 

The  Russian  government 
is  fiercely  opposed  to  includ- 
ing international  bonds  in 
any  such  scheme,  arguing  it 
would  open  a Pandora's  Bax 
of  legal  complications. 

The  sell-off  in  Russian 
bonds  was  sparked  by 
demands  by  the  Paris  Club 
of  government  creditors  that 
Pakistan  restructure  the 
terms  of  its  international 
bonds  as  part  of  an  overall 
foreign  debt  reorganisation. 

That  move  was  seen  as 
presaging  a similar  demand 
on  Russia,  which  has  $l6bn 
of  outstanding  bonds. 

“The  example  of  Pakistan 
shows  that  the  Paris  Club 
could  be  pushing  for  Russia 
to  restructure  its  euro- 
bonds." said  Kasper  Bar- 
tholdy  at  CSFB. 

A Russian  finance  minis- 
try official  said  Russia  stood 
by  its  commitment  to  service 
all  its  international  bonds 
while  seeking  restructuring 
of  Soviet-era  debt  The  cost 
of  restructuring  its  bonds 
would  outweigh  the  benefits. 


he  said,  and  speculati  on  of 
Paris  Club  demands  tojdo  so 
“had  no  foundation". 

Economists  have  argued 
that  private  bond  .holders, 
including  US  banka,  would 
have  to  share  the  costs  of  a 
comprehensive  debt  restruct- 
uring plan.  In  particular,  the 
German  government,  the 
biggest  holder  of  Soviet-era 
Paris  Club  debt,  Kerns  likely 
to  insist  other  commercial 
banks  share  the  pain.  . . 

“Eurobond  holders  have 
not  so  for  been  affected  by 
the  principle  of  comparabil- 
ity of  treatment"  under 
which  commercial  creditors 
share  the  burden  of  debt 
relief  given  by  the  Paris 
Club,  said  Andrew  Ken- 
ningham  at  Merrill  Lynch. 
“But  there  is  a growing  view 
in  G7  countries  that  euro- 
bond holders  might  have  to 
take  a hit  some  time." 

“Everything  depends  on 
whether  the  Paris  Club  of 
creditors  is  prepared  to 
recognise  the  distinction 
made  by  tbe  Russian  govern- 
ment between  Soviet-era  and 
Russian-era  debt,"  said  Eric 
Fine,  bond  strategist  at  Mor- 
gan Stanley  Dean  Witter. 

Tbe  Paris  Club  was 
unlikely  to  restructure  Rus- 
sian debt  for  more  than  one 
year.  Mr  Fine  said,  given  the 
lack  of  long-term  funding 
from  the  IMF.  This  would 
mean  bonds  would  be 
exempt  from  a deal  because 
Russia  does  not  have  any 
bonds  maturing  until  2001. 

Richard  Gray,  at  Rank  of 
America,  said  the  fact  that 
some  banks  were  prepared 
to  take  a “haircut"  on  their 
GKO  investments  reduced 
the  chance  of  Russia’s  bonds 
being  repaid  at  par  value  or 
of  London  Club  bank  debt 
being  serviced  on  time. 
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US 

01. <01 

4500 

98  6733 

5X4 

+o:o 

-0  26 

♦031. 

-»l  >! 

oaw 

4;S0 

97SJ36 

532 

♦Oil 

+D» 

♦0  71 

-0X0 

1I/D0 

4 750 

9SJ607 

540 

-O  12 

+0  )l 

♦0  65 

-0X0 

02(21 

5JW 

93  3366 

567 

+011 

-010 

-0  27 

BOND  FUTURES  AND  OPTIONS 

France 


US  CORPORATE  BONDS 


INTERNATIONAL  BONDS 


Qjy’e  Udr’s  Sprt 


Oafs  Hfl/s  Spread 


■ MOinWL  EURO  BOND  FUTURE  (MATT)  €100.000 


Open 

nos: 


Sec  pm  Charge 
10963  -0X0 


Ifigti 

110X0 


109.45 


EsL  ml  0pm  M. 
24,783  88.053 


■ LOW  IBM  BH)  BOND  OPTIONS  MATO 


Strike 

Price 

109 

110 
111 
112 


M3 

Jun 

- 

fete 

Jill 

Z73 

. 

. 

. 

1.73 

. 

. 

- 

- 

074 

- 

- 

0.01 

- 

005 

- 

035 

- 

- 

Et  Ti  SU.  C*s  M Pat  rvi  Prnlcus  eart  octa  Crib  n/a  Mi  nA 

Germany 

■ NQTT0ML  6BUMN  BUN)  FUTURE  10TB)  DM29LOOO  1009a  of  100% 


Mar 


Open  Sea  price  Change 
114.59  113.71  -0.77 


114.78 


Low  Esl  wl  0pm  fen. 

113-55  681211  449.670 


■ BOTTOM.  GSWAM  BUM)  (B0BL)  FUTURE  (0TB)  04250,000  lOCtH  01  100% 


Opsi 

10846 


Settpnce  Change 
100.17  -026 


High 

10059 


.Loir  EsL  wl  0pm  fed. 

108.05  174,495  203219 


Fed  28 

Red 

da& 

Ccupn 

SI  P 
Rang 

9d 

price 

an 

chge 

dige 

y« 

» 

Govts 

■ UIUfTES 
Pac  Bad 

07/02 

7X5 

AA- 

104 3275 

S.73 

-0X2 

+0.48 

+5-73 

NY  Tel 

08725 

7.00 

A- 

98X637 

7.1  T 

-0X4 

♦0X0 

+1.55 

CWE 

05703 

8.00 

688 

1115106 

6X7 

-0.02 

+0.45 

+099 

■ rnwcwis 

GECC 

05707 

8.75 

AAA 

117X588 

6j07 

-003 

♦053 

*0.79 

BmcODE 

08702 

7X5 

A 

103X793 

5X4 

-0X2 

+41X9 

♦5X4 

CtiAFto 

01/18 

655 

A- 

92.7793 

7X7 

-006 

♦083 

♦on 

■ MXBiaUlS 

YTMXTacfl 

0409 

6X5 

B88+ 

100.0316 

1X8 

-0X1 

-016 

♦1X8 

wemait 

05702 

6X5 

AA 

1019155 

5X9 

-002 

+044 

+5X9 

Daymo  tbd 

06721 

9.70 

A- 

132X338 

8X5 

-0X5 

♦033 

♦1X9 

■ A&9H3ES 
FUUK 

04/07 

7.14 

m 

108X881 

5X2 

-OQ3 

+0.59 

+0X4 

SLMA 

asm 

730 

N/A 

102X301 

5X2 

-0X2 

+0.12 

♦OS9 

RWA 

02/IB 

BXS 

m 

131X092 

6.11 

-0.05 

♦044 

+0.55 

FTC8 

06706 

8X5 

MIA 

118.6266 

5.7B 

-003 

+055 

+4)48 

■ HGHTBU 

9oaa  Com 

02/01 

9X8 

B 

101X750 

0X0 

MSB 

12/01 

9.13 

88- 

1017500 

0X0 

- 

- 

- 

Paata 

06AM 

ia75 

8- 

810000 

0.00 

- 

- 

- 

■ NOTTOIAL  UB  SWAP  FUTURES  (UFTET  Syr  40%  DM2SLOOO  points  01 100% 


tore  Srefert  A tart  irtfejL  rirtdx  mwmturt  ferns. 


Saitr  mraSee  taaST  Horratoi. 


(fern 


Settpnee  Charge  W£i  Low  Est  Ml  0pm  fen. 
Mar  100.80  -036  0 1015 

■ MmONAL  LR)  SKAP  FUTURES  (UflFEr  I0yi  4 5%  DM250,000  pants*  100% 


US  INTEREST  RATES 


Ojeto 


Sceptre  Change 
Mar  100  49  -OBI 

Mo  nam  an  4PT  4]  Open  Mn>  ip  jiM  preton  Ay 


In* 


Esl  mi 
0 


Open  M. 
940 


Italy 


Latest  Traaaiy  Bite  aid  Bond  Yields 

Ore  north Two  year 

Pltae  rate 7V  Tn  morfti  - Him  yea 

Broke  tom  rail 6^  TTree  mm * 71  five  year  

FedAnto 5 Sb  room 4.74  IOye« 

FaiAnfc  <l  ■ftrumtai  a*  yes 4X0  30-year 


_ 520 
__  524 
— 533 
5JB 
586 


Red 

SAP 

Bfet 

Bd 

chga 

edge 

« 

■few  1 

data 

Canm 

fetag 

prts 

l« 

Sens 

■ $ 

BB 

04/D  7 

7X50 

AAA 

107X475 

8.09 

+0X6 

+071 

♦072 

ABH  Amo 

06/07 

7.125 

AA- 

103X075 

6X4 

+0L06 

+003 

+1.17 

Cuetec 

01/07 

7X00 

A+ 

104X887 

8X1 

+0X8 

+018 

+0X4 

OdcmpFW 

■ 02704 

5X86 

. AA- 

98.7BS2 

5XS 

+0X9 

-1X4 

+002 

■ cs 

* 

Bayer  L-8k 

08704 

9X00 

AAA 

116X781 

6X4 

+0.13 

+060 

+OX1 

Toronfe  (M  o? 

05/04 

8X00 

AA+ 

111X098 

5X7 

+0.13 

+060 

+014 

BMl  Canada 

07/99 

10X25 

A+ 

101X991 

5L75 

+0.14 

+0X3 

+1X5 

Deutsche  B RM 

Q9/U2 

5X75 

AA+ 

99.7022 

5X7 

+0.13 

+053 

♦033 

■ £ 

-• 

-• 

BB 

12/07 

7X25 

AAA 

116.7808 

5.19 

+ai2 

+OX1 

+0.39 

Dresdner  B( 

12707 

7.750 

AA- 

110.9035 

&10 

+4112 

♦0X1 

+1X0 

BrtttiGas 

osno 

7.825 

A+ 

102.0070 

5X3 

+0X1 

-014 

+OX7 

Abbey  Nad  RM 

0 MI? 

5X87 

AA 

100X201 

4-58 

+014 

+0.30 

-034 

■ SR 

BB 

01/D8 

3.750 

AAA 

103.6559 

3X7 

+0X6 

+003 

+096 

BA  CrL+rh*. 

02/02 

3X50 

AA 

103X598 

1X3 

+OXS 

+0X1 

♦oxa 

tMv-QuBbec 

05/01 

6.750 

■wa 

108X939 

^58 

+0X5 

_ 

♦1X5 

Gen  Bed. 

oem 

1.711 

n/a 

99.8105 

1X2 

+0X5 

+0X1 

+0.01 

■ YBI 

BUD  (Wortfl  Bk) 

03702 

5250 

AAA 

114X997 

0X1 

-001 

-0X8 

-aio 

Spain  gangdom) 

03702 

5.750 

AA 

115.5983 

0X8 

-am 

-0X9 

-0X3 

Crtd  Fender 

08702 

4.7H) 

A 

112X972 

1X5 

-001 

-0X6 

+044 

Italy  (Rm  at) 

07/99 

0X16 

AA 

100X621 

0X0 

- 

-0.14 

+002 

■ AS 

BRD  (World  6fe} 

02/08 

6000 

AAA 

101X182 

178 

-0X0 

+035 

+027 

Nw  Sth  Wales  Tr 

05/06 

6500 

n/a 

104.1081 

5.79 

-0.18 

+036 

+0.40 

S.  AisGovRn 

0603 

7.750 

AA 

107X814 

5.78 

-018 

+OX6 

+060 

GMACfeSt 

U5/01 

9X00 

n/a 

106.7811 

5X5 

-aio 

♦0X0 

+065 

imoicub} 


SBnSnl  a tars  renips  nefeb  lofe  marts*  sondxWAmatad  haa& 


Some  Hnacttn  dhfi  Itontoi 


■ NOTIOliAL  TTAUAH  GOVT.  BOW  (BTP)  FUTURE  lUfET  Urn  200(8  lOOtta  of  100% 


Mar 


0pm 

11260 


Sett  price 
112X3 


Clangs 

068 


Hfeji 

11185 


Low 

nisi 


Est  *ol  0pm  fed. 
£950  43736 


Spain 

■ NOTIONAL  SPANISH  BOND  FUTURES  (WFF)  (100.000 


UK  BONDS 


FTSE  Actuaries  Government  Securities 


Opal  Seflpnce 

Chnge 

Mar 

IIS  70  1 14  75 

-0X6 

Jun 

9580 

-100 

UK 

Hk* 

115X1 


Low 

114.72 


Est  ret  0pm  «iL 
21635  23.258 

a 


Mm  Day’s  Accrued  td  adj  Total  Duration  % 
Mw  1 fligr  % federal  ytd  Raton  Vete  TOO  ttdgtn 


UK  Indices 


Wfei  toy’s  Accrued  <d  Tool 


Mar  1 chge  % Interest  ytd 


1 NOTIONAL  S YEAR  GILT  FUTURES  fUFTFj  (100000  lOOtns  of  100% 


0pm 


HfeJh 


Low 


Sen  fwtr  Change 
K»  108.07  4334 

Jito  UJ7.77  -0.35 

■ JF0THWAL  IK  GUT  FU1WES  ILffW  £100.000  TOCWts  ot  100% 


Esl  v* 
0 
0 


Open  ire. 
63 
0 


1 Up  to  5 yean  (16) 

i?aBg 

-023 

1.76 

1.79 

1199 59 

2X3 

492 

34X7 

1 

Up  to  5 yemQ) 

224.77 

-0X8 

in 

0.00 

1 167X1 

15X4 

2 5-10  years  (111 

169.25 

-0  50 

Z6S 

106 

1319.50 

590 

478 

29X5 

2 

Owr  S years  (91 

257X4 

-021 

0.96 

2.15 

84X6 

; 

3 10-75  years  (7) 

182.64 

-0.73 

2X1 

1X4 

1432X7 

8X8 

4.74 

1347 

3 

5-t5  years  (SI 

240  04 

-0.16 

0 75 

2.03 

-■ 

• - 

4 5-15  years  (IQ 

173.19 

-057 

154 

1 14 

1351  75 

6.77 

4.76 

4182 

4 

Over  15  years  14) 

272.72 

-0  27 

S Owl)  yews  (4) 

227X7 

-0.75 

240 

1X3 

155131 

11  88 

468 

2216 

S 

Ai  stocks  111) 

251JK 

-019 

1.13 

6 feredremaMes  [4g 

313X3 

-096 

3X6 

107 

1827.24 

21X5 

4X1 

076 

7 fil  stocks  (42) 

1B4  24 

-0X0 

125 

1X0 

134018 

6.47 

4.75 

100.00 

-Mtoflcn  0%  — 

YMd  fenfires  feta  1 

Feb  28  Yr  ago 

IW 

Indices 

5U  1 

Feb  26 

tr  ago 

ReaS  jtotd  Mar  i 

Dw  yre  Feb  28  Yr  ago 

Mar  1 

Du-  fs  Feb  26 

tr  ago 

Lmdon  nedaby  ■ toe  Ym  nd  to  Some-  mrore*  Dr.vFT 

Yidfcua  itniri  s»aittrtWfHn8THii  yield  oasts  Hat  Siwn  tr  lot:  rru une  .wrtwanij  ear  n pft 

coed  pant*  hr  anman 


10  YEAR  BENCHMARK  SPREADS 

Spread  Spread 


Caen  Ouse  Change  Mg ft  Low  Est  vol  Open  fftt 

War  H6 15  11571  -(LS4  nt35  115.60  7514  19574 

Jun  11715  11614  -081  117  15  116  00  46452  70399 

’ LIFT  'inrri  m>  arkd  m APT  41  Open  merest  iqt  « tor  mrtous  Say 

a long  Gar  futures  options  uffq  £100,000  ioodm  a 100% 


5 yrs 

10  ire 

15  yra 
30  yrs 
Coupon  E 


4X3 

4X6 

636 

4.73 

4X5 

F 14 

4.71 

4.65 

608 

4.71 

4X5 

6.06 

bvich-v  rdjfet  iiw  n 


tied  T 
feted.  15  yn 
tttfei  15  yra 

orw  inferferdwntartottdc 


4.81  4.78  6.17 

4 73  4£7  60S 

4.81  4 76  617 


Up  to  5 yis 

315 

3X1 

312 

3X3 

133 

332 

2X0 

2.72 

Orff  5 yrs 

210 

1331 

103 

120 

190 

1141 

1X8 

2X8 

5-15  yrs 

2 17 

9.70 

215 

326 

1X9 

9.74 

1X7 

2X3 

* 

Over  15  yn 

106 

17.02 

2.04 

3l17 

1.90 

17.11 

1.88 

100 

AO  Stocks 

2.14 

11.74 

2.13 

3X1 

1X1 

11X6 

1X0 

2X7 

. ’’  s- 

Mar  T 


BM 

YlafeJ 


Ecfeos  T-Bonds 


Ok 

Yield 


Spread  £t»rsd 


Fans  T-6mC3 


Australia 

5X1 

+ 1.41 

+011 

Austria 

4.39 

♦0X9 

-101 

Brigkun 

4X1 

+OXT 

-1  09 

Canada 

5.44 

+1  34 

+0.04 

Denmark 

4.49 

+0.39 

-0X1 

Finland 

4X2 

+022 

-108 

France 

4.19 

♦0.09 

-1X1 

Germany 

4.10 

_ 

-1  30 

Greece 

6X2 

+2.22 

♦092 

Iraund 

432 

+022 

-1  08 

**» 

4X2 

♦022 

-1.08 

Jam 

1X9 

-2.21 

-1 51 

Mefliertmifc 

New  Cealmd 

Ntuwjy 

PwnigS 

Spam 

Svrtden 

SwiDErbnd 

UK 

US 


Sn*e 

Price 

11550 
11  EDO 
11650 


* 

+6  15 

-LIS 

117D8 

SAC- 

+  < JO 

*0  40 

11750 

CO? 

-0-33 

-0.2? 

11800 

4 » 

-029 

-101 

tr  ™r 

4.42 

♦0X2 

-09i 

4 58 

+0  46 

-O&J 

2*5 

-1  65 

-2  55 

4 71 

*0X1 

-0  65 

S-10 

+ 1 30 

- 

US 

Jun 
1.96 
1 72 
143 
127 
1.1A 
(iv: 


DILLS 

s?p 

2.50 
224 
100 
1.78 
1.57 
I 39 


PUIS 


FT  Fixed  Interesl  fenttoes 

fetor  1 Feb  26  FM  35  Fed  24  ftp  23  <1  H0T 


Jjn 
132 
158 
164 
2 13 
2 46 
2.79 


Sep 

IBS 

110 

23E 

2.84 

293 

325 


GovL  Seen.  (IK)  112.90  11X64  113S0  114.97  11532 
OfTSE  to 
Bast  lOtt  C 


(igl  Far  3 Feeg  Ftfe24  Ftfe  23  If  ago  Hgd"  LW 


m 117.17  93J1 


_ ..  Fhetf  feltaresi  154.45  1S4J3  15555  156.47  156.65  N/A  158.45  11522 

w 16  to  5033  pn/PR. 


— nd  W Caai  AuS  rws  ?w  Prenwc  «Ys  open  *c  CaK  «37  Pud  8144 


UnKn  " Hr.i  rjr  crovr<e 

AnuaiLM  «■«  task 


l US  TREASURY  BORO  FUTURES  iCBTT  SI 00 3>Js  at  100% 


EMERGING  MARKET  BONDS 


Star  1 

Red 

dm 

CQlfeffl 

SSP 

FUBng 

Bid 

price 

BO 

y*U 

Days 

ChOil- 

Mths 

di* 

<id 

Sad 

r, 

us 

■ EUROPE 

bnatti 

02702 

7.000 

088- 

93  9555 

9 37 

-r-io 

+1)05 

-4  11 

(Wand 

07/W 

7.125 

888- 

1045561 

bXii 

-3.03 

♦0  06 

-ii  07 

RussB 

067U7 

laooo 

rva 

25X60D 

44.57 

-0  79 

+ 7 2* 

+ >320 

■ LATH  JUBUCA 
Argerttra  09727 

9.750 

BB 

79.7SOP 

12.32 

+□07 

-043 

Brarfl 

0507 

10.125 

8+ 

64X005 

15718 

-015 

-120 

♦ 10  24 

Mexico 

05« 

11.500 

BB 

104.7500 

10.95 

♦0U5 

+008 

*5X2 

■ ASA 

OHM 

07/06 

7.750 

BBB+ 

100.3176 

;h 

-0  05 

-ft48 

-7  32 

mfepiaes 

10/IB 

0750 

88+ 

90  4*0 

990 

-0  06 

♦023 

-4  41 

Thadand 

04/07 

7.7S0 

B8B- 

907488 

7X6 

-0.03 

+0  12 

+2  59 

■ AFWCA/WOQLE  EAST 
Lebwion  07700  9.12S 

88- 

101  7500 

770 

+033 

-152 

+2.51 

ScJft  ASIca 

104)6 

1375 

ffl+ 

96X121 

9.30 

-006 

-0S6 

+3X4 

Turkey 

09707 

10000 

B 

90S39S 

im 

-aio 

♦011 

*64; 

■ BRADY  BONDS 

Amentna  0023 

5750 

86 

87X500 

9.47 

-D.W 

♦015 

♦3X8 

Sad 

04/14 

5X00 

B+ 

57  3750 

H 55 

-024 

-121 

+903 

Medea 

12/19 

6250 

B8 

750000 

8 91 

-105 

+0  05 

-3X7 

IfeBBWh 

03720 

6750 

8+ 

63  3750 

1136 

-0  04 

+025 

-5  61 

lotto  oowto  Pitre  BIOS 

k1B3M  DS3  P kdairub3f 

rj* 

Jur 

3ep 


Open 

12T-T5 

120-31 


Ldusl 

120-16 

119- 31 

120-  IB 


Change 

-0-31 

-1-00 


*gh 

121-77 

121-11 


Low 

120-09 

119-24 


EsL  wd.  Open  ei L 
585595  322.790 

181.887  354LS07 

1.274  B.829 


Sfeenr  Bins  i*  Is  flu  Y»an} 

TiaifUp  Ode  1999  - - 100  02S 

Eah  I2I.PC1999 1220  536  (004347 

r*»l(Pwei«9 1038  or:  Ml  1179 

TlBBEpc  1999 i*  5 00  KW4I7D 

CamlOlrpc 7990 B89  4S5  1036848 


Japan 

a WOHOHAL  LONG  THUI  JAPANESE  GOVT.  BOW  FUTURES  9JFFQ  TTOOra  lOOdts  of  100% 


Oaen 

Sen  price  Change 

Htgti 

Lew 

Esl  m 

Open  lit. 

14*  1 31.45 

131X3 

137  48 

131X2 

2431 

na 

JUT  :i0  31 

Euro 

130  15 

130X1 

130.15 

1876 

m 

■ C BOW  FUTURES  <UATO  £100.000 

Open 
109  10 


59ii<a 

106.34 


Change 

-190 


*0 

112.10 


Low 

108.10 


Est  wL  Open  fet. 
1 161 


sanod  & n>ri  imp 


We  wait  your  business. 


"fFor  more  irformjraon  on  Ctosrfied  Business  Advertising  m the  FT 
; ; ptcasccait 

Tet  j44  171  873  3349  Farx: +44-371  873  30G4- 


Tree*  S'?!*  3B0_ 
CdnrStocnoo  ... 
TiWSl3pc2000_.. 

m «pr ran.  _ 

TnasFBgftreaMI 
Trail  to  ani. — 

Cow  Bins 3DI 

Coh>95ipe  3001. . 

Trees  7pc  2001 

Erdilto  1999-2  _ 

Cm  (CSX  SUE 

Ties  7K  TUB 

Cm 9(3* 200..  - 

rica9(<pc20iC  -- 

Each  to  ao: 

Cm  Wtfcaxn... 

Tibi  fee  2003 

iraasifecan- 

riast3tpc3KO-3 


525 
_ 867 
_ II  77 
- 761 


— 916 

* am 

* aai 
_ 667 
■f  I2OT 
i 876 
. 658 
i 817 
-.  847 

* 7S3 
t 827 
-714 
. BJI 
.♦1231 


5A4  1030490 
5JniQ3852M 
499  UP  4551 
504  KM  9132 
- >00 1810 
607  109  1469 
5JK  100  7429 
506  I10EJ55 
4 97  1Q50147 
452  1000000 
468  1142116 
1063032 
4»  1134098 
4 90  1150778 
4 97  113.4488 
892  1179318 
494  1126377 
4 91l203952d 
492  111 9871 


-9148 

-OVtS 

-0957 

-1595 

-0012 

-2099 

-2559 

-2619 

-3300 


-2236 
-3912 
-3475 
- 4266 

-4486 

-8746 


-5393 

-1527 


10154 

1(M  44 

1*3  79 
■0584 
10082 
IIDJ7 
11084 
HIM 
106  61 
104.17 
11641 
KB  13 

11514 

1(72? 
11563 
12019 
114  74 
12352 
TI5S7 


101  81 
I02G6 
11846 
10222 
I®  17 
10711 

106  71 
10758 
10871 
10080 
11008 
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CURRENCIES  & MONEY 
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The  pound  spent  most  of 
yesterday's  trading  session 
above  the  key  US$1.60  level, 
after  the  release  of  surpris- 
ingly strong'  UK  manufactur- 
ing business  data. 

The  rise  came  the  day 
before  the  start  of  the  Bank 
of  England  monetary  policy 
committee's  meeting,  at 
which  some  expect  the  sixth 
interest  rate  cut  in  a row. 

Sterling  opened  in  London 
below  $1.60  and  climbed  to 
around  $1,603  when  the  pur- 
chasing managers'  index 
was  released,  to  close  at 
$1,608. 

But  Jesper  Oannesboe, 
currency  strategist  at  ABN- 
AMRO,  said  the  pound  was 
reacting  more  to  profit-tak- 
ing and  corporate  buying  of 
dollars  than  to  the  data 
released  yesterday. 

Sterling-dollar  has  started 
to  become  attractive  for 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 


“rapanies  to  buy  up  in  the 
last  few  sessions,  he  said.  “If 
you  need  to  buy  cable  as  a 
hedge  it’s  at  particularly 
good  levels,"  Mr  Dannesboe 
added. 

He  said  the  interest  rate 
spread  between  the  US  and 
the  UK  has  evened  out  in 
recent  months,  lowering  the 
spot  rates  for  sterling. 

Mr  Dannesboe  thought 
sterling  was  overvalued 
against  the  euro,  but  at  a 
realistic  level  against  the 
dollar. 

Philip  Shaw,  chief  econo- 
mist at  Investec,  said  the 
mood  in  the  short  sterling 
market  is  changing  in  favour 
of  a rise  in  interest  rates 
over  the  next  two  years. 

“The  catalyst  was  Alan 
Greenspan's  Humphrey- 
Hawkins  testimony  last 

■ POUND  IN  HEW  YORK 
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Monday,  and  the  curve 
steepened  after  the  CBI  sur- 
vey." Mr  Shaw  said. 

"A  week  ago.  the  futures 
market  was  pricing  in  rates 
between  5-5'A  per  cent  for 
the  duration  of  the  strip. 
Now  the  market  Is  pricing  in 
rates  rising  over  1-2  years," 
be  added. 

■ The  dollar  struggled  a 
little  against  the  yen  yester- 
day, failing  to  regain  the 
Y120  level  it  slipped  below  at 
the  end  of  last  week. 

Despite  a strong  NAFM 
index  pushing  the  dollar  up. 
at  the  end  of  London  trading 
it  was  at  Y119.4.  below  last 

week's  highs. 

Some  in  the  market 
repeated  the  familiar  story 
that  end -of- fiscal  year  capi- 
tal repatriation  by  Japanese 
banks  could  be  pushing  the 
yen  back  up. 

But  ABN- Amro,  in  a 
research  note  published  yes- 
terday, pointed  out  that  the 
dollar  had  appreciated 
against  the  yen  during 


TJrae  month*  Ona  |n  Ba*  d 
ftM  MV>  HMD  %PA  Eng.bki 


Against  fl*  dofer  (Rs  per  Si 


Sam  OaaaamKV 

March  in  each  of  the  three 

years  before  1599. 

And  Steve  Hannah,  chief 
economist  at  EBJ  Interna- 
tional in  London,  said  that 
equally  important  were  fears 
of  asset  market  turbulence 
in  the  US  if  the  Federal 
Reserve  raises  interest  rates. 
“This  has  reduced  Japanese 
demand  for  overseas  assets 
during  year-end  book-squar- 
ing," he  said. 


Mr  Hannah  added  that  few 
in  Japan  itself  believe  that 
there  has  been  a large  offi- 
cial policy  U-turn  with 
respect  to  yen  weakness.  “It 
is  not  in  Japan’s  interest  for 
monetary  loosening  to  be 
accompanied  by  a weaker 
yen  if  all  it  does  it  to  contrib- 
ute to  the  yen -carry  trade 
and  fuel  asset  price  booms  in 
the  US  and  Europe,"  be  said. 

■ The  Indian  rupee  strength- 
ened yesterday  in  the  after- 
math  of  the  budget  despite  a 
cut  in  interest  rates. 

The  Reserve  Bank  of  India 
yesterday  cut  two  percent- 
age points  oft  the  repo  rate 
and  one  off  the  bank  rate, 
citing  recent  lower  inflation 

■ OTHER  CURRENCIES 
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and  the  lower  planned  gov- 
ernment borrowing  pro- 
gramme next  year  as  the 
reason.  But  the  rupee 
strengthened  nonetheless. 

Analysts  said  that  the  cur- 
rency’s strength  could 
reflect  a disbelief  in  the  mar- 
ket that  the  fiscal  position 
was  as  healthy  as  the  gov- 
ernment said,  and  that  the 
public  borrowing  targets 
would  be  met  “The  govern- 
ment seems  to  have  resorted 
to  fiscal  acrobatics  to  make 
it  seem  that  the  public  defi- 
cit is  declining  when  in  fact 
it  is  not."  said  Ann  Wyman, 
sovereign  risk  analyst  at 
Salomon  Smith  Barney-Citi- 
bank in  London. 

If  the  government  is  forced 
to  issue  more  debt  than  fore- 
cast, this  could  push  up 
interest  rates,  strengthening 
the  currency,  she  said. 

“But  the  rupee's  strength 
could  just  be  short-covering 
among  local  players  who 
wrongly  assumed  that  corpo- 
rates were  also  shorting  the 
currency,"  she  added. 
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lie  Investor  Relations  Society 

in  association  with 

^ Warburg  Dillon  Read 

Annual  Conference 
Europe:  //?  sans  frontieres 

London,  Wednesday  24  March  1999 

A one-day  conference  aimed  at  all  those  interested  in  current  trends 
in  investor  relations  across  Europe 

An  international  panel  of  speakers  drawn  from  across  the  investment 
community  will  discuss  topics  ranging  form  US  investor  appetite  for 
Europe  to  Eurbwide  indjees  and  cross-Europe  valuation  techniques 

speaker  . 

^;Lofd  Simonof  Highbury 
. Minister  for  lT^e^^  Competitiveness  in  Europe 

TO  RESERVE  YOUR  PLACE  NOW:  Fax  this  form  to  +44  171  233  1743  or 

simply  call  Rachel  Coninx  on  +44  171  665  2314. 
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Fall  in  gold 
production 
costs  of  17% 


By  Stephen  Wyatt  in  Sydney 


Gold  production  costs  fell  17 
per  cent  last  year  as  gold 
miners  worldwide  pushed 
down  costs  to  cope  with  the 
rout  in  the  gold  market  over 
the  past  three  years,  accord- 
ing to  an  industry  research 
group. 

The  western  world  cash 
operating  cost  of  producing 
gold  fell  17  per  cent  to  an 
average  of  USS193  an  ounce 
in  1998.  according  to  a report 
by  the  AME  Mineral  Eco- 
nomics. a Sydney-based  com- 
modities research  and  con- 
sulting group.  Gold  prices, 
meanwhile,  fell  from  $415  an 
ounce  in  early  1996  to  the 
current  $285  level. 

AME's  study  found  that,  in 
real  terms,  average  Austra- 
lian gold  mining  cash  costs 
fell  to  US$204  an  ounce,  $43 
less  than  average  1997  costs. 
South  Africa's  average  cash 
costs  fell  by  S52  an  ounce  to 
3254.  US  gold  cash  costs  fell 
S4(1  to  $163  and  Canadian 
costs  fell  $11  to  US$200. 

The  primary  factor  driving 
US  doUar-denominated  costs 
lower  in  Australia,  South 
Africa  and  Canada  was  their 
weak  domestic  currencies 
and  the  currency  weakness 
also  boosted  gold  prices  in 
local  currency  terms. 

While  gold  prices  in  US 
dollar  terms  fell  to  18-year 
lows  of  US$272  an  ounce  late 
last  year,  gold  in  Australian 
dollar  terms  actually  rallied 
through  ASSOu  an  ounce  to 
its  highest  level  in  two  years 
last  October.  South  African 
and  Canadian  producers 
experienced  similar  local 
currency-denominated  price 
increases. 

This  was  one  reason  why 
the  slump  in  US  dollar  gold 
prices  has  not  induced  a cor- 
responding reduction  in  sup- 
ply. 

AME  forecast  that  western 
world  gold  supply  will  actu- 
ally increase  by  40  tonnes 


this  year,  rather  than 
decline  in  response  to  the 
collapse  in  US  dollar  gold 
prices. 

Lower  costs  also  suggested 
that,  even  though  gold  was 
trading  Just  above  its  lowest 
level  for  18  years,  it  was  still 
not  necessarily  underpriced, 
said  AME. 

ft  estimated  the  90  percen- 
tile line  - the  level  at  which 
90  per  cent  of  gold  producers 
break  even  - had  fallen  from 
$344  an  ounce  in  1997  to  $2S0 
last  year. 

This  indicated  that  the 
current  prices  below  US$300 
an  ounce  gold  prices  were 
substantiated  by  actual  mine 
costs  and  were  not  necessar- 
ily influenced  by  concerns  of 
market  oversupplv  from  cen- 
tral bank  sales  and  producer 
forward-selling,  said  AME. 

Last  Friday,  when  the 

Australian  dollar  gold  price 
rallied  sharply  through  the 
A$460  level  on  the  hack  of 
the  weaker  Australian  dol- 
lar, dealers  reported  substan- 
tial Australian  gold  producer 
forward-selling. 

Also  “there  has  been  a lot 
of  call  option  selling  by  pro- 
ducers". said  Simon  Klimt, 
head  of  commodities  for 
Westpac  Bank  in  Sydney. 

Meanwhile,  the  outlook  for 
the  gold  price,  based  on  fore- 
cast production  costs, 
remains  dismal.  AME  fore- 
cast the  90  percentile  line 
will  fall  to  S258  an  ounce  in 
2002. 

With  the  declining  spot 
price  of  gold,  many  produc- 
ers are  now  more  dependent 
upon  the  premium  received 
(the  contango)  by  selling 
gold  forward,  said  AME. 

Australian  gold  producers 
have  embraced  the  benefits 
of  forward-selling  gold.  Aus- 
tralia’s next  three  years’  | 
gold  production  has  already 
been  sold  forward  at  prices 
above  AS600  an  ounce,  sig- 
nificantly above  current 
price  levels  of  AS460. 
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Malaysian  tea  growers  brew  expansion  plans 


Producers  hope  the  country  can  attain  seff-sufficiency  in  the 
recession- proof  commodity  by  2010,  writes,  Sheila  McNulty 


jng,  featuring  peach,  lemon, 
lime  and  "orchard  splash" 


The  rolling  green  hills  of 
Cameron  Highlands  are 
thick  with  tea  bushes, 
the  pavements  lined  with  tea 
sippers,  and  the  shops 
stocked  with  package  after 
package  of  locally  produced 
tea.  However,  although  Mal- 
aysia produces  6.5m  kg  to 
7m  kg  of  black  made  tea  a 
year,  it  is  not  enough  to 
quench  the  thirst  of  the  pop- 
ulation of  more  than  29m. 

The  seven-member  Malay- 
sia Tea  Producers  Associa- 
tion says  land  Is  scarce  for 
growing  tea,  as  the  leading 
commodities,  palm  oil  and 
rubber,  claim  wide  swathes 
oF  the  country,  and  Malaysia 
therefore  imports  about 
3m  kg  of  tea  a year. 

The  producers  association 
is  now  working  to  expand 
yields  through  Increased 
mechanisation  and  produc- 
tivity and  hopes  that  the 
crop  will  attain  self-suffi- 
ciency by  2010. 


By  Kunal  Bose  in  Calcutta 

Indian  textile  mills  are 
increasing  their  imports  of 
cotton  this  year  as  world  cot- 
ton prices  have  fallen  15  per 
cent  to  20  per  cent  below 
that  of  domestic  prices. 

Industry  officials  say 
Indian  mills,  which  usually 
use  locally-grown  cotton, 
have  signed  contracts  to 
import  more  than  700.000 
bales  of  170  kg  each  for  the 
season  ending  in  September. 
Total  imports  by  end- 
September  will  be  more  than 
lm  bales,  compared  with 

400,000  bales  last  season. 

With  Indian  growers 
expecting  a bumper  crop  of 
17.5m  bales  when  the  season 
began,  the  Cotton  Advisory 
Board  said  imports  would 
fall  to  about  200.000  bales. 

“India,  one  of  the  world's 
largest  producers  of  cotton, 
allows  duty-free  imports  of 


Its  chances  of  success  rest 
mainly  with  Boh  Planta- 
tions, a company  started  70 
years  ago  by  J.A.  Russell  of 
the  UK. 

Producing  4m  kg  of  black 
made  tea  annually,  the  Rus- 
sell family  company  controls 
60  per  cent  of  the  market.  Its 

1,000  workers  toil  on  both 
highland  and  lowland  plan- 
tations. It  Is  hard,  manual 
labour  and  no  longer  appeal- 
ing to  most  Malaysians,  so 
even  amid  the  recession  Boh 
must  import  40  per  cent  of 
its  labour  from  countries 
such  as  Indonesia  and  Ban- 
gladesh. 

However,  it  has  neverthe- 
less increased  productivity, 
with  30  to  40  per  cent  growth 
in  output  over  the  past  three 
to  five  years,  says  Christo- 
pher Thlagarajah.  marketing 
manager. 


the  commodity.  Therefore, 
until  such  time  that  Indian 
prices  match  world  prices, 
the  mills  here  will  continue 
to  import  cotton,"  CAB  said 

India  is  expected  to  export 

500.000  bales  this  season,  but 
there  is  “very  little  interest 
in  Indian  cotton  at  the  cur- 
rent prices",  said  Anil  Jain, 
managing  director  of  Indo 
Count  Industries,  a leading 
cotton  yarn  manufacturer. 

Mr  Jain  said  the  US 
Department  of  Agriculture's 
lowering  its  estimates  of 
world  consumption  this  sea- 
son by  1.04m  bales  to  84.6m 
bales  and  of  exports  by 

250.000  bales  to  2-L5m  bales 
would  keep  prices  for  some 
time  at  their  four-year  lows. 

The  fall  in  world  cotton 
prices  began  in  the  middle  of 
last  year  but  trade  officials 
say  Indian  prices  are  likely 
to  stay  largely  flat  - even 
though  the  crop  is  now  esti- 


Tbe  economic  downturn 
has  actually  worked  in  Boh's 
favour.  Tea  turns  out  to  be 
recession  proof,  as  the  down- 
turn leads  people  to  turn  to 
it  from  higher  priced  bever- 
ages. The  downturn  itself 
spawned  a “Buy  Malaysian" 
campaign  to  reduce  Imports 
and  help  the  trade  balance. 

This  has  highlighted  Boh 
above  its  main  competi- 
tor on  store  shelves  - 
Upton,  which  does  not  pro- 
duce tea  in  Malaysia  and  is 
estimated  to  control  between 
25  and  30  per  cent  of  the 
market  The  rest  is  held  by 
Boh  and  Malaysia’s  other 
producers,  mostly  state-con- 
trolled operations. 

Despite  those  advantages, 
last  year  was  not  entirely 
favourable  to  Boh.  It  was 
forced  to  buy  about  20  per 


mated  at  16.6m.  bales  against 
15.8m  bales  in  1997-98.  There 
was  some  crop  damage  in 
leading  growing  centres 
such  as  Maharashtra,  Punjab 
and  Haryana,  they  said. 

“The  latest  crop  estimate 
cannot  be  taken  as  final.  It 
will  be  only  at  the  beginning 
of  the  next  growing  season 
that  we  will  know  the  exact 
size  of  the  1998-99  crop.”  said 
Mr  Jain. 


cent  of  its  tea,  instead  of 
about  5 per  cent  usually,  as 
drought  and  then  floods  cut 
yields.  But  sales  remained 
strong.  Caroline  Russell,  the 
founder's  granddaughter,  is 
aggressively  pursuing  the 
younger  generation,  given 
that  44  per  cent  of  the  popu- 
lation is  below  age  19. 

“Brands  like  Boh  are  in 
danger  of  being  perceived  as 
old-fashioned,  boring  and 
irrelevant  to  the  youth  mar- 
ket, thus  our  mission  to  revi- 
talise and  rejuvenate  the 
concept  of  tea  in  the  coun- 
try,” she  says.  “There  is  an 
urgent  need  to  reposition  tea 
as  a healthy  and  great-tast- 
ing refreshment." 

So,  in  addition  to  its 
widely  recognised  brown  and 
orange  simple  packaging  and 
basic  blends.  Boh  has 
launched  colourful  packag- 


The  margin  of  error  in  cot- 
ton crop  forecasting  in  India 
is  20  per  cent  and  more,  com- 
pared with  less  than  10  per 
cent  in  the  US.  But  all  this 
should  change  as  the  Indian 
government  has  decided  to 
create  a national  crop  fore- 
casting agency,  said  Mr  Jain. 

Indian  mill  consumption 
of  cotton  will  be  around 
13.8m  bales,  against  the  orig- 
inal forecasts  of  14.4m  bales. 


taken  a page  out  of  Star- 
bucks'  success  story  by 
opening  tea  shops  to  show- 
case its  products. 

Its  latest,  and  fourth, 
“Ummph!  Shop"  cannot  be 
missed  - it  is  in  the  tallest 
buildings  in  the  world  at  the 
centre  of  the  capital,  the 
Petronas  twin  towers. 

The  bright  orange  and 
brown  walls  hark  back  to 
the  company's  roots  but  they 
enclose  all  the  trappings  of  a 
1990s  marketing  campaign: 
books  on  the  Russell  family 
history,  tea  sets  and  trays, 
scones  and  cakes,  and  a wide 
variety  of  tea  with  free  tast- 
ings. 

“Even  with  the  current 
economic  climate,  the  food 
and  beverage  industry 
remains  a necessity,"  Mr 
Thlagarajah  says. 


A large  number  of  mills 
have  stopped  production 
because  of  the  slump  in 
demand  and  trade  officials 
say  poor  mill  demand  and 
large  Imports  will  pull 
Indian  cotton  prices  down  as 
the  season  progresses. 

Mr  Jain  said  cotton  prices 
in  Pakistan  also  remained 
flat,  as  textile  mills  facing 
liquidity  crises  were  not  able 
to  build  stocks,  he  said. 


Raw  sugar 
futures  at 
lowest  for 
12  years 

MAR^^ 

By  Paul  Sol  man,  Robert  Contoe 
and  GiKsan  O’Connor 

Raw  sugar  futures  dropped 
to  a 12-year  low  in  New  York 
yesterday  as  continuing 
fears  about  global  supply 
prompted  a bout  of  selling. 

The  most  actively  traded 
May  contract  on  the  Coffee, 
Sugar  and  Cocoa  Exchange 
dropped  to  5.92  cents  a 
pound  at  one  stage,  its  low- 
est since  1987.  In  later  trad- 
ing. it  had  recovered  to  SL96 
cents  against  Friday's  close 
of  6.26  cents. 

May  white  sugar  on  the 
London  International  Finan- 
cial Futures  and  Options 
Exchange  was  also  weak,  at 
$214.50  a tonne  in  late  trad- 
ing against  Friday's  $217.80. 

Palm  oil  prices  fell  on 
Kuala  Lumpur’s  Cammex 
futures  exchange,  the  May 
contract  closing  down  M$23 
at  M$l,630  a tonne.  The  con- 
tract has  lost  MS564,  or  a 
quarter  of  Its  value,  since 
the  beginning  of  the  year. 

Oil  prices  remained  in  the 
doldrums  yesterday,  with 
Brent  Blend  for  April  deliv- 
ery quoted  at  $10.71  a barrel 
in  late  trading  on  London's 
International  Petroleum 
Exchange,  down  17  cents 
from  Friday’s  close. 

Even  news  of  a disruption 
to  Iraq's  main  export  pipe- 
line following  renewed  US 
air  attacks  failed  to  impress 
the  market. 

Aluminium  sank  to  a five- 
year  low  on  the  London 
Metal  Exchange  as  mining 
group  Billiton  said  it  had  no 
intention  of  cutting  produc- 
tion,. since  it  is  still  making 
money  at  current  prices. 

Merrill  Lynch's  commod- 
ity research  team  said  “there 
is  absolutely  no  evidence 
that  the  current  run  of  low 
prices  has  significantly 
affected  production  plans. 
While  consumption  may 
start  to  increase  later  this 
year,  the  end  result  will  be 
another  huge  surplus.” 


India  to  raise 
cotton  imports 


bvflan  mffls  usually  use  locaBy  grown  cotton  but  duty-free  imports  are  now  15%  to  20%  cheaper 
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BASE  METALS 
LONDON  METAL  EXCHANGE 

(PrCtt  from  Amalgamated  Metal  Tracing) 
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GRAINS  AND  OIL  SEEDS  SOFTS 


MEAT  AND  LIVESTOCK 
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+6X5  25650  24900  17X29  49.363 

Bay 

1289 

♦11 

1291 

1275  3X97  35.900 

Jw 

55.450+0X00  55X00  54X00  2406 

9X02 

Jd 

264.75 

+5.75  266.50  259  50  12,342  53.818 

JM 

1310 

*8 

1312 

1298 

142  11.591 

Jut 

56X50  +0.473  56.700  55X50 

286 

4.139 

Sap 

275X5 

+5.75  276.50  27650 

1X32 

5X08 

Sep 

1336 

*8 

1330 

1325 

83  5.969 

Aug 

56X25  *0X50  56X75  35X50 

273 

3X99 

Ok 

290X0 

+6.00  29050  286.00 

1JM0 

7X20 

Dec 

1373 

+8 

1375 

1385 

77  5,971 

0d 

55250  *0.150  55X50  55.000 

244 

4X17 

Bar 

297X0 

*6.00  29850  291X0 

74 

2X30 

to 

1411 

+8 

1410 

1403 

122  6X91 

Dec 

55.475-0X25  57X00  55250 

26 

2130 

Total 

48588  128.711 

Total 

L«3  G&440 

TOW 

7X30 

42X38 

■ MAIZE  LZT  15.000  flp  B-ln.  caig/sab  tiustat  ■ COCOA  |1GG0)  (SOTs/toTO) ■ PORK  BB1B  CME  (WOMBS  MBIKI 


liar  206.25  *1.75  20925  204.50  32286  24.951 

May  21125  +1X0  21525  21025  36X16141.323 

Jui  21725  +125  221X0  215*50  19.044104201 

see  22425  - 227X0  224.00  4.565  24.475 

Dec  234.00  *025  237X0  233X0  11.381  63X52 

»jr  241.75  +0.75  244X0  341.75  491  7.137 

Total  104X62  868X07 

B BARLEY  UFTE  (100  lames  £ per  towel 


Iter 

7425 

-125  7525 

7525 

11 

70 

Bay 

7425 

-125  7525 

7425 

23 

163 

»«P 

73.75 

-0.75 

- 

- 

35 

Not 

76.00 

-0  75  78.75 

76.75 

10 

278 

Jan 

78  00 

-0.75 

- 

- 

20 

Total 

a 

566 

B SOYABEANS  C8T  15,0001X1  min;  cen&SOiD  HEhefl 

to 

454X0 

*4.75  458.50  450  50  14.255 

8 781 

May 

463X0 

+5  00  468.00  457  50  34X48 

50.624 

Jul 

47125 

♦5.00  478.00  465.50 

9.486  45.125 

Ang 

474  75 

+5.00  478  50  47200 

1.484 

13.720 

Sep 

476  75 

+100  481X0  475  50 

381 

4X20 

Nov 

486  25 

+3  25  490.50  452X0 

6.732  25.320 

Total 

87X94  159X05 

fl  SOYABEAN  0B.  CffT  (M.0CJ1W-  certsUH 

Mar 

17.70 

+0X8  17.95 

1730 

9.433 

5.809 

May 

1304 

+D.18  18X0 

17.85  16.215 

54.391 

Jnl 

18.31 

*022  18X7 

1798 

5050  32671 

tag 

1847 

-023  1885 

10.14 

701 

6X99 

Sep 

10  61 

+022  1875 

18  30 

B16 

£.423 

Oct 

18.70 

*021  18X0 

18  45 

370 

4.109 

Total  40X30  137X95 


■ SOYABEAN  MEAL  C8T  (100  hirer  Siam 


MU 

124.4 

+3.4 

128  0 

1225 

8X07 

10.191 

Bay 

127J 

+2.0 

mx 

124  5 1241? 

48036 

Jid 

129.7 

-22 

1330 

1270 

5.857 

39.062 

Ang 

1312 

+25 

134X 

1290 

1.729 

10.772 

Sep 

132S 

+2.5 

135.0 

131.6 

299 

9 116 

Od 

1342 

+2.3 

137  0 

1319 

124 

4X17 

Total 

31X91  133.151 

■ POTATOES  LiFFc  [20  tomes'  £ per  toraiei 

Apr 

283X 

-115 

2980 

258.0 

88 

1.969 

to 

mo 

-IIS 

34ao 

340.0 

17 

29 

Am 

743X 

-11  5 

- 

- 

_ 

_ 

Not 

90.  D 

-3  X 

_ 

_ 

3 

Mar 

115X 

-30 

- 

- 

_ 

_ 

Total 

99 

2X53 

B fflBCHT  (BiTOQ  UFFE  (SI  0/iiaei  pom 


Otar 

1005 

-45 

10*0 

1000 

30 

208 

Apr 

1006 

-45 

1035 

IttS 

56 

910 

Jul 

860 

-30 

89* 

BS0 

4 3 

571 

Od 

980 

-20 

1000 

1000 

_ 

J68 

Jan 

965 

-20 

10<H 

395 

10 

29 

Total 

Close 

Pro* 

82 

2X9* 

an 

978 

964 

PULP  AND  PAPER 

■ PULPEX  0MJ(  IBS  24  at  ary  tons) 

Sen  Day's  Open 

price  dongs  Mgft  Law  VM  M 

Mar  397  00  -9  00  40000  39700  ZP  275 

Jum  42400  - - 424  00  - 329 

Total 

FUTURES  DATA 

All  tUhres  can  supcHsC  fry  CMS 


Minor  Metals  from  Metal  Bulletin 
European  true  marker  3 pet  pound  in 
-Ajretiouse.  Antimony:  99  65%.  S per 
tanne.  1.430-1.485.  Bismuth:  min  95  99%. 
tonne  lots.  3.00-3.20  f2.SO-.10).  Cadnriur» 
min.  M.9S9s.  cents  a pound.  20-24 
Cobale  MB  1r«M  marker,  min  59.8%. 
18.30-19.60  118.50-20.001.  min. 

992%  16.30-17  30  [16.70-18  OOi.  Mercury, 
min.  99.99%.  S per  7£  pound  Hash. 
137-145.  Molybdenum:  dr-jinmed  motyb- 
d,c  oxkto.  3.05-3  10  G.9$-3.1Qi.  Selenium: 
nun.  99  5%.  1.40-2,30.  Tungsten  wo: 
33-44.  uranium:  Nuoxco,  unresin  clad 
• ■change  value  8.85.  Vanadium:  rmn. 
96%.  940-3  55  tP4S-2.SS. 


Fell  26  Price  Prev.  day 

My 1019X5  102729 

■ COim  UFFEC  tomes:  Stomq 


to  1748  +33  1750  1708  1,314  11.636 

Hay  1608  -14  1 630  1608  4X63  23,300 

Jui  1588  -14  1609  1588  1X49  7216 

Sep  1583  -14  1604  1588  178  2X89 

Nov  1573  -17  1600  1580  94  1.096 

Jan  1563  -17  1589  1575  44  381 

Tool  *703  <8,107 

■ COFFEE  V CSCE  (37X000%  ranEfl» 


to  102X5  *0.15  104.00  102.70  322  1X24 

May  10115  +025  10420  102.70  6.480  22X27 

Jul  10440  +0.35  10550  1M20  1.125  6.465 

Sep  105X0  +0-15  10700  105  BO  447  3,770 

0k  107  60  +020  10a  10  107.75  187  1.828 

Mar  in  JO  *0.15  110X0  11DX0  16  547 

Total  8X01  87,127 

M CWtH:  OCP)  (US  ceits/pwind) 

Feb  26  Pm.  day 

Comp  d*y 90  62  91.53 

IS  day  average 92.14  9226 

■ HMTTE  SUGAR  UFFE  (50  tomes  S/lomej 


Hay  213.9  -3.9  219  X 214.0  2016  24XSG 

Abb  2051  -3.7  209X  2052  1.008  12192 

Oct  199 1 -4  5 204.5  199X  482  8 428 

Dec  201.4  -42  204.6  201  0 70  1002 

Mar  205.0  -3.9  308  7 204.1  132  2.713 

May  206.0  -19  2112  211 2 50  931 

Total  3X25  50X84 

■ SUGAR  nr  CSCE  (T1?XQ0te  cents/tta) 


May  6 02  -024  626  5X218X33  71.140 

Jd  5X4  -021  6X3  5.76  7.4JB  42X30 

Oct  6 16  -420  629  ail  1.693  24.763 

to  6.67  -0.18  6X4  067  758  15X04 

May  6 72  -0-10  6X0  6.74  70  2.588 

Jul  479  -019  6X6  6 79  14  1,688 

Total  39JG3 182X74 

■ COTTON  NYCE  |50,0a«iK  cenbtei 


to  64.75  *0X7  64.75  63  60  124  2,154 

Htay  58.49  +0.80  58X0  57.45  7J8S  33.498 

M 57.72  +4  58  57X0  56X1  1.606  16.825 

0C1  50  25  +0.40  56X0  57.70  12  1.710 

Dec  5866  +046  58.75  57  99  1.056  18184 

to  53.50  +4 JO  59.50  59.15  55  2,001 

Total  10244  73X26 

■ MANSE  JUICE  HUGE  (15-QOOte  PHtS/tea 


to  67  00  +425  87  00  83X4  1.735  2.145 

May  8325  +2X0  83X0  79.76  2X57  15.546 

Jnl  83.00  + 2.45  6320  79  7b  134  4.903 

Sap  82  60  +1X0  82.60  79X0  315  2.103 

NOV  82X0  *1X0  82  75  79X0  98  1415 

Jan  83  JO  +2.15  8100  61  DO  69  914 

Total  5594  27,303 


VOLUME  DATA 

Open  Iruresi  and  Votane  data  shewn  for  contracts 
traded  on  C0MEX  NYMEX.  CUT.  wret  CME.  CSCE 
and  M GrufcOfl  are  am  day  m arrears.  Volume  & 
Open  Merest  to  Eds  are  hr  jfl  traded  mantes 


INDICES 

■ Ftetfmc  (Bam-  1673731  = 10W 

Marl  Feb  2d  merth  ago  year  ago 

14113  1422  60  1438.10  1604  0 


■ CRB  Futuna  i Baser  1967  - 1001 


Feb  2B  Fdi  25  naadb  ago 

182  95  184.74 

B GSQ  Spot  (Base.  1970  = 100) 

y**r  ego 

Feb  2G 

Feb  29  manm 

year  age 

130X2 

133X4  132.17 

164.19 

UK  WAREHOUSE  STOCKS  (ton*) 

UaMUii 

+1.175 

la 

812700 

Atromum  allay 

-tow 

to 

87X91 

bfoer 

+1.SS 

ID 

ras.Tw 

Load 

-rOO 

to 

107X25 

Wool 

-42 

tn 

M.4« 

ZfiK 

+1875 

to 

311X75 

m 

+810 

Is 

8.310 

to 

49.075  -0X25  49.700  48X00 

1X50 

1X77 

Bay 

50.800  -0X25  51X00  50.250 

B63 

2287 

Jal 

52.100-0X50  52450  51X50 

86 

732 

Aog 

51 525  -0X25  52X00  51.400 

56 

303 

Total 

1X55 

4X99 

LONDON  TRADED  OPTIONS 


SHu  price  S (am 

■ AUJMHUM 

(99.71W  LME 

1150  

1200  

1250  _ 

■ mm 

(Grade  A)  LME 

1350  

1400  

1450 

■ COFFEE  LFFE 

1600  

1650  

1700  

■ COCOAUffic 

900 

925 

950 

■ BfiSIT  CRUDE  PE 

1050 

1100 

1150 


-CBM- 

— Rata  — 

Ap 

JU 

Apr 

Jul 

32 

64 

IB 

29 

11 

39 

48 

53 

3 

21 

89 

85 

Apr 

Jid 

Apr 

Jll 

55 

90 

23 

44 

29 

71 

40 

67 

14 

50 

82 

95 

May 

X 

to 

Jui 

142 

C7 

1 

49 

92 

36 

1 

78 

43 

21 

i 

113 

May 

Jll 

May 

Jid 

32 

49 

34 

34 

23 

37 

50 

47 

17 

27 

69 

62 

Mar 

te 

Mar 

Apr 

42 

- 

18 

33 

26 

62 

35 

62 

12 

44 

LONDON  SPOT  MARKETS 


■ CRUDE  OIL  FOB  (pet  baireQ  .oc- 


Dubai 

SI  0.09-020 

■0X70 

Brem  Beni  (dated) 

ST0.1 7*0X2 

-0.148 

Bent  Bend  (Apr) 

S10.77-0.82 

X070 

W.Tl 

SI  224-226* 

-0135 

B OR.  PRODUCTS  NWE  prompt  delivery  OF  (tomet 

Premium  Gaadne  t 

Si  17-119 

-1 

Gas  CM 

S102-104 

-2 

Heavy  Fuel  08 

S57-59 

Haphtea 

S97-99 

Jet  hid 

Sill-113 

Dreed 

Si  05-107 

•3 

B NATURAL  GAS  Utancefltieflra 

Bacton  (Mari 

9X8-9.33 

ftww  *sus  r«  lsoooi  ftii.ii  ta 

fl  OTHER 

Goto  (per  troy  oaf 

5285X5 

-1.10 

Steer  (per  Troy  ozj* 

555.50c 

-250 

PViOnurn  (per  Bin  otl 

£379  50 

+1  50 

PateBun  |per  iroy  oti 

5351  DO 

Copper 

67.0c 

Lead  (US  prod  j 

4500c 

Tin  (Kuala  Liwipwi 

19  Stir 

Tr  mm  >ori.i 

2S8  5 

Came  (be  wvtgnn 

88  31p 

-3u7* 

Sheep  Pve  iwigiiQ 

85  rap 

•272- 

Pigs  (tee  wegmir 

59  49p 

+600’ 

Lon.  day  oicpr  (raw) 

SI  63.00 

-10X0 

Lon.  day  sugar  rwtri 

£24110 

+11.10 

Bariev  (Ena  loan 

Untj 

Uai»  kjs  Ned  ycKmi 

El  06  00 

Wheal  (US  Dam  Norte) 

unq 

Rdbber  (l*»)V 

45  SOP 

RuOber  Itarl? 

46  OOp 

Rutber  |KL  USE,  real  > 

25850m 

Cnconut  on  (pwd§ 

7(60 

Pabn  Ofl  (Malay  j§ 

UODy 

Copra  (Pli(i(§ 

*4502 

-5X 

Soyabeans  (US) 

14B5y 

Coonr  OuteoiCA'  note 

55.90 

WMSap3  (645  sawn 

292p 

C PCI  aw  nMUHM  BOM  p pH£1q  c 00X6  1 Hnppt 

fej  m kUbran  CDSkM  i muHt  , up  1 « VLMUm  mod 
3 OF  Model  4 Mhn  vU  don.  " Dow  on  and.  l&xitt 
c 1 iHOtaj  fcHIM  •>  lettace  Praam  a tens  (641  bib 
to  of  pm  add. 


JOTTER  PAD 


We're  Rigorous. 

European  indexes  with  logical,  consistent  methodology 


email  stouesioxx.com  www.sioxx.com 

CROSSWORD 


No. 9.927  Set  by  GRIFFIN 


ACROSS 

1,  5 Wander  aimlessly  after 
thwarting  lollipop  person 
(ft, 6) 

9 Fence  having  trouble  tak- 
ing jewellery  round  IS) 

10  When  campaign  starts 
some  pitch  tents  (6j 

11  Decoration  round  woolly 
stole  no  longer  used  is> 

12  To  get  back  raonev  sell 
most  of  shellfish  t6j 

14  Liquor  a monarch  is  refus- 
ing (10) 

18  Company  after  work  taking 
time  to  build  theatre  t5.3i 

22  Round  head  I admitted  ifs 
inducing  sleep  (6) 

23  Unmarried  men  having  sex 
to  breed  (ftj 

24  On  advice  boxer  hides 
inside  insulated  container 
(6) 

25  Is  one  with  inflamed  back 
subject  to  scorn?  <a> 

26  Compass  once  used  when 
camping  (6> 

27  Rider  needing  change  said 
why  to  old  music-maker  i8j 


DOWN 

1.  15  Boxer  in  mood  can 
upset  killer  (6.8) 

2 Loose  top  is  removed  - 
bolding  it  up  is  useless  (6J 

3 Protect  student  thrown  out- 
side (6) 

4 Agent  found  ingrate  too 
troublesome  (10) 

6 Declare  girl’s  put  on  little 
weight  ift) 

7 College  principal's  position 
ends  with  a hip  replace- 
ment (8) 

8.  21  Swimming  pool  bar 
deny  Ann  needed  a drink 
(8.6) 

13  Overtakes  many  leaving  N. 
Germany  taking  people  on 
board  (10) 

15  See  1 down 

16  Hire  US  soldier  to  take  me 
inside  army  unit  (8) 

17  What  turns  inside  a siren 
may  (8) 

19  Play  in  episodes  from 
Israel,  perhaps  (6i 

20  Now  motorway  anger  gains 
respect  (6) 

21  See  8 down 


For  solutions  to  today’s  crossword  call  0906  8431 
Calls  cost  60p  a minute. 
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LONDON  STOCK  EXCHANGE 


US  and  UK  interest  rate  nerves  unsettle  equities 


MARKET  REPORT 


By  Steve  Thompson, 

UK  Stock  Market  Editor 

The  big  institutions 
continued  to  shy  away  from 
leading  UK  stocks  yesterday, 
preferring  to  wait  for  the 
outcome  of  the  March  meet- 
ing of  the  Rank  of  England's 
monetary  policy  committee. 

That  shyness  did  not 
include  the  market's  second 
and  third-ranking  stocks, 
however,  which  made  prog- 
ress for  the  seventh  consecu- 
tive session. 

Widespread  weakness 
across  the  blue  chips  was 


apparent  from  the  outset 
and  it  was  noticeable  that 
sentiment  deteriorated  as 
the  session  wore  on. 

It  hit  rock  bottom  in  mid- 
afternoon. coinciding  with 
the  worst  of  Wan  Street  dur- 
ing London  hours;  at  that 
point  the  Dow  Jones  Indus- 
trial Average  was  down 
more  than  70.  reflecting  the 
US  market’s  unease  over  the 
day’s  economic  news,  which 
included  a higher  than 
expected  purchasing  manag- 
ers' report. 

The  index  came  in  at  52A 
compared  with  a consensus 
forecast  of  SO.  The  Dow  then 
rallied  strongly,  however. 


trading  almost  level  90  min- 
utes after  London's  close. 

Global  markets  have 
become  increasingly  worried 
that  the  next  move  in  US 
interest  rates  win  be  op.  a 
factor  that  has  driven  US 
Treasury  bond  yields 
sharply  higher  over  recent 
weeks. 

And  that  shift  in  yields 
was  evident,  too,  in  London 
yesterday  as  weakness  in 
short  sterling  was  seen  as  a 
signal  that  UK  interest  rates 
would  be  left  on  hold  after 
today's  meeting  of  the  mone- 
tary policy  committee. 

The  UK  economic  news 
also  tended  to  come  out  on 


the  side  of  those  favouring 
no  change  in  rates. 

The  UK  purchasing  man- 
agers' survey  of  manufactur- 
ing in  February  showed  an 
increase  in  the  index  to  45J5, 
compared  with  January's 
revised  figure  of  44. 

And  MO  narrow  money 
supply  in  February,  forecast 
to  come  in  unchanged,  grew 
by  0.1  per  cent,  while  con- 
sumer credit  of  £1.38bn  in 
January  was  well  in  excess 
of  the  expected  £lbn. 

At  the  close,  the  FTSE  100 
index  was  114.2  lower  at 
6,060.9,  extending  its  loss 
over  the  past  three  sessions, 
and  since  its  record  close 


last  Wednesday  to  246.7.  or 
Si?  per  cent. 

The  FTSE  250.  on  the 
other  hand,  moved  up 
another  10.1  to  5.2S8.4,  for  a 
gain  of  2 per  cent  or  1045 
points  over  the  past  seven 
sessions. 

The  mid-caps  were  boosted 
by  more  takeover  action  in 
stocks  such  as  First  Choice, 
the  travel  company  which 
has  attracted  a number  of 
takeover  approaches,  and 
Mirror  Group,  where  the  bid 
battle  heated  up  again  yes- 
terday. 

And  the  second-liners 
included  other  strong  per- 
formers, such  as  Bnrmah 


FTSE  AH-Sftare  Index 


Castrol.  which  joined  the  list 
of  companies  returning  cash 
to  shareholders. 

Marketmakers  said  selling 
pressure  yesterday  was  per- 
sistent, but  never  exception- 
ally heavy:  “Everyone  is 
looking  for  bear  stories  to 
get  the  market  down  ahead 
of  next  week's  Budget."  said 
one  trader. 

He  added  that  as  long  as 
the  interest  rate  outlook  at 
home  and  in  the  US 
remained  benign  the  market 
should  hold  up. 

Turnover  In  equities  was 
916m  by  the  6pm  count,  with 
FTSE  100  stocks  accounting 
for  just  over  half  the  total. 
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li1  Telecommunications  was 

/ the  best  performing  sector 

last  year  and  investor  enthu- 
slasm  for  the  Industry  was 
gfllO VS  highlighted  not  only  by  the 

«7  strong  rise  in  GEC  as  it 

a j moved  into  the  sector,  but 

Cf  Of*  f| Q "WT  the  tell  in  BICC  as  it  moved 

away  from  telecoms,  ft  was 
down  almost  6 per  cent  or  5 

HIMPARIIPC  RPPfiRT  at  after  announcing 

the  sale  of  its  telecoms 


By  Martin  Brice  and  Joel  fGbazo 

The  rapturous  response  to 
GEC  refocusing  on  the 
higher-growth  telecommuni- 
cations market  made  the 
stock  the  star  Footsie  per- 
former. rising  almost  4 per 
cent  on  a day  the  index  fell 
more  than  100  points. 

GEC  said  it  was  to  pay 
$2_lbn  for  Reltec.  a US 
designer  and  maker  of  tele- 
communications network 
products.  The  move  ties  in 
with  the  company’s  attempt 
to  transform  itself  by  mov- 
ing away  from  the  low- 
growth  defence  business, 
with  the  sale  of  its  Marconi 
arm  to  British  Aerospace. 

One  trader  said:  “They  are 
moving  progressively  out  of 
defence  and  into  communi- 
cations. GEC  is  doing  what 
we  hoped  and  doing  it  welL 
Tbe  stock  was  off  about  lOp 
ahead  of  the  deal  and  then 
rose  about  27p  in  a dirty  day 
in  the  market.  That's  not 
bad."  Volume  in  the  stock 
was  12m  as  the  shares  closed 
up  18  at  516p.  During  the 
past  few  weeks,  the  shares 
have  underperformed  the 
Footsie  by  about  16  per  cent. 

However,  one  analyst  cau- 
tioned that  to  stay  ahead, 
GEC  would  have  to  spend 
more  on  research  and  devel- 
opment than  on  defence. 


cabling  business. 

British  Aerospace  was  a 
penny  easier  at  395Vip  amid 
trade  of  &Sm,  with  concerns 
over  the  possible  overhang 
of  stock  stemming  from  the 
acquisition  of  Marconi  said 
to  be  affecting  sentiment. 

Elsewhere  among  engi- 


FT  30  INDEX 


neers,  figures  from  May- 
flower were  given  a good 
reception  but  two  large  sell 
orders  overhung  the  market 
and  left  the  .shares  only 
slightly  firmer  at  155p. 

Shares  in  Bnrmah  Castrol 
jumped  44  to  859p,  after  it 
produced  figures  well  ahead 
of  market  expectations. 

The  group  reported  pre 
exceptional  profits  of 
£245 5m  against  expectations 
of  around  £230m  and  dealers 
were  cheered  by  news  of  a 
£280m  share  buy-back. 

John  Toalster  at  SG  Secu- 
rities said:  “The  group  has 
emerged  relatively 
unscathed  from  the  troubles 
of  the  Asia-Pacific  region 
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and  demonstrated  its  confi- 
dence in  the  future  with  a 
healthy  6 per  cent  increase 
in  the  dividend." 

Deutsche  Bank  yesterday 
initiated  coverage  of  the 
stock  with  an  “outperform" 
recommendation  saying, 
“We  expect  all  the  negatives 
to  diminish  in  the  mid  to 
long  term.”  The  broker  set  a 
near-term  share  price  target 
of  £10. 

However.  Moody's  Inves- 
tors Service  said  it  had 
downgraded  its  rating  out- 
look for  Burmah  to  negative 
Tram  stable  to  reflect  its 
view  that  the  company  “has 
substantially  cut  its  finan- 
cial flexibility  at  a time 
when  its  markets  are  becom- 
ing more  competitive”. 

Leisure  sector  specialists 
were  busy  trying  to  bunt 
down  the  predator  for  First 
Choice  after  the  UK  tour 
operator  yesterday  con- 
finned  rumours  that  it  had 
received  “preliminary"  bid 
approaches. 

The  company  did  not 
name  the  possible  suitors  in 
its  late  afternoon  announce- 
ment but  analysts  suggested 
there  was  the  potential  for  a 
bid  battle  for  the  group 
developing. 
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Much  of  the  speculation 
about  the  possible  bidder 
was  focused  on  German  com- 
panies Preussag.  the  travel 
and  industrial  group,  and 
Neckermann. 

However,  one  analyst  also 
sai±  “We  must  not  rule  out 
Airtours  taking  another  look 
at  the  situation.  I am  sure 
they  are  watching  events 
with  interest" 

Heavy  turnover  in  the 
stock  on  Friday  prompted 
the  latest  bid  rumours.  Yes- 
terday the  shares  gave  up 
some  of  their  initial  gains 
but  still  closed  24%  or  nearly 
16  per  cent  up  at  180p,  in 
trade  of  5.3m  shares. 

Jason  Holden  at  BT  Alex 
Brown  believes:  “Further 
consolidation  in  the  sector  is 
likely." 

Thomson  improves 

News  of  a possible  bidder 
for  First  Choice  turned  the 
spotlight  on  to  other  tour- 
ism-related stocks  in  the  lei- 
sure sector.  Thomson  Travel 
shares  improved  11%  to 
180%  p while  those  of  Air- 
tours  ended  the  day  18%  up 
at  495p. 

Hays  enjoyed  a sparkling 
day  as  one  of  the  best  Foot- 
sie risers  with  a 3 per  cent 
advance  on  the  back  of 
strung  figures,  but  ran  into  a 
late  bout  of  selling  and 
ended  the  day  off  5%  at 
589%p. 

Volatility  in  the  shares  in 
recent  months  has  stemmed 
largely 'from  investor  con- 
cerns over  the  performance 
of  Its  personnel  side,  and 


they  underperformed  the 
market  as  fears  grew  that 
the  UK  economy  would  enter 
recession.  However,  they 
have  outperformed  by  27  per 
cent  since  October,  as  inves- 
tor belief  has  grown  that  the 
economy  would  escape  reces- 
sion and  enjoy  a soft  land- 
ing. 

Geoff  All  urn,  analyst  at 
Henderson  Crosthwaite. 
said:  “We  can  see  business 
confidence  beginning  to 
improve,  and  it  is  probably 
right  to  assume  Hays  can 
maintain  the  profitability  of 
its  personnel  side.” 

Yesterday's  good  interim 
figures  prompted  him  to 
increase  his  forecast  for  the 
year  from  £220m  to  £236m, 
although  he  rates  the  shares 
a “hold"  as  they  have 
enjoyed  a strong  run 
recently. 

Trading  in  South  African 
Breweries,  the  world's 
fourth  largest  brewing 
group,  got  off  to  a flying 
start  as  conditional  rivaling*; 
in  the  stock  began  on  tbe 
London  market  yesterday. 
The  company  set  its  placing 
price  in  new  shares  at  428p 
after  a book-building  exer- 
cise that  closed  on  Friday. 

Fears  of  a poor  start  to 
trading  following  negative 
sentiment  in  certain  quar- 
ters of  the  market  and  in  the 
press  proved  unfounded 
when  the  stock  bit  460p  in 
the  first  half  of  the  session. 
Later,  the  poor  market  trend 
and  some  profit-taking  saw 
the  shares  close  at  447p. 

With  the  group  valued  at 
more  than  £3.4bn,  fans  of  the 
stock  are  hoping  it  win  be 
admitted  to  the  premier 
FTSE  100  index  after  next 
week’s  quarterly  review 
meeting  of  the  UK  indices 
committee. 

Dialog  gained  4%  to  70%p 
as  it  announced  it  had  been 
reclassified  and  would  move 
from  the  publishing  sector  to 
the  newly  created  internet 
sub-sector.  It  is  likely  to  be 
the  largest  company  in  the 
sub-sector  and  one  of  the  few 
expected  to  make  a profit 
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■ Major  Stocks  yesterday. 
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STOCK 


MARKETS 


Equities  under  pressure  as  rate  fears  revive 


WORLD  OVERVIEW 


Another  burst  of  weakness 
in  the  US  Treasury  bond 
market  kept  the  pressure  on 
global  equities  yesterday. 
icrites  Philip  Coggan. 

A stronger-thau-expected 
purchasing  managers’  index 
confirmed  recent  data  indic- 
ating that  the  US  economy  is 
booming  and  revived  fears 
that  the  US  Federal  Reserve 
might  have  to  raise  interest 
rates. 

That  knocked  the  Trea- 


sury bond  down  a point  In 
early  US  trading  and  led  to  a 
weak  start  on  Wall  Street. 

Valuation  systems  that 
compare  bonds  with  equities 
bad  already  made  the  latter 
look  pricey  thanks  to  recent 
rises  in  bond  yields. 

According  to  Joseph 
Abbott  of  IBES  Interna- 
tional. the  information 
group,  the  S&P  500  index 
was  24.9  per  cent  overvalued 
last  week.  In  the  19  years 
that  IBES  has  been  tracking 
the  data,  it  has  only  found 


such  an  overvaluation  twice 
before  - in  the  two  months 
before  the  crash  of  1987. 

Edwina  Neal  of  Lehman 
Brothers,  a house  that  fol- 
lows the  equity-bond  rela- 
tionship closely,  said: 
"Global  equities  no  longer 
offer  attractive  value  rela- 
tive to  debt." 

As  a result.  Lehman  is 
moving  underweight  equi- 
ties and  increasing  exposure 
to  bonds  in  expectation  of  a 
stock  market  setback. 

European  stock  markets 


took  a late  hit  from  Treasury 
bonds,  but  were  already 
under  pressure  as  European 
Central  Bank  leaders  Wim 
Duisenberg  and  Christian 
Noyer  seemed  to  dash  hopes 
of  a rate  cut  at  Thursday’s 
meeting. 

Figures  from  FTSE  Inter- 
nationa] show  that  European 
bourses  were  four  of  the 
world's  five  worst  perform- 
ers. in  dollar  terms,  in  Feb- 
ruary as  concern  grew  about 
economic  weakness,  particu- 
larly in  Germany. 


Economists  at  Salomon 
Smith  Barney  have  cut  their 
1999  euro-zone  gross  domes- 
tic product  growth  forecast 
from  2.1  per  cent  to  1.8  per 
cent  The  decline  of  the  euro 
against  the  dollar  has 
reduced  returns  for  US  cur- 
rency-based investors. 

Mexico  was  the  best  per- 
former of  the  month,  in  dol- 
lar terms,  gaining  9 per  cent 
Geoffrey  Dennis,  global 
emerging  market  equity 
strategist  at  Deutsche  Bank, 
said:  "Mexico  is  one  of  the 


few  decent  growth  stories  in 
emerging  markets.  It  is  get- 
ting a huge  benefit  from  the 
strength  of  the  US  economy 
and  the  peso  has  held  up 
well  since  the  Brazilian 
devaluation. 

“Mexico  has  done  all  the 
right  things  on  the  policy 
front  and  now  they're  get- 
ting some  reward  for  it." 

The  hard-pressed  Brazilian 
market,  which  fell  3D  per 
cent  in  dollar  terms  in  Janu- 
ary, managed  a modest  4.1 
per  cent  rebound  last  month. 


Survey  shifts 
focus  back  to 
rate  increases 


Weak  bonds  hit  Frankfurt 


HJROPE 


AMERICAS 


Another  jump  in  long-term 
bond  yields  and  nagging  con- 
cerns about  slowing  sales  of 
persona]  computers  contrib- 
uted to  further  declines  in 
US  share  prices  in  early 
trading,  writes  Richard 
Waters  in  New  York. 

By  early  afternoon,  how- 
ever. the  main  indices  bad 
recovered  some  of  their 
heavy  losses.  The  Dow  Jones 
Industrial  Average  stood  at 
9.283.22.  oft  23 26.  while  the 
Standard  & Poor's  500  index 
was  9.46  lower  at  1,228.87. 
The  Nasdaq  composite  was 
trading  at  2.273.17.  a loss  of 
14.86. 

An  unexpectedly  strong 
reading  in  the  latest 
monthly  survey  from  the 
NAPM.  which  tracks  the 
views  of  purchasing  manag- 
ers and  is  often  a good  indi- 
cator of  manufacturing 
activity,  added  to  fears  that 
the  pendulum  might  be  shift- 
ing back  towards  higher, 
rather  than  lower,  interest 
rates. 

That  news  helped  drive 
long-term  interest  rates  to 
their  highest  level  since  last 
summer. 

Banks  and  companies 
involved  in  economically 
sensitive  industries  gener- 
ally performed  better  on  the 
latest  sign  of  US  economic 
strength.  Among  Dow  com- 
ponent companies.  Caterpil- 
lar. the  maker  of  heavy  con- 
struction equipment,  rose 
$1%  or  4.1  per  cent  to  $47£, 
while  Citigroup,  the  finan- 
cial services  group,  climbed 
$60S  or  3.5  per  cent  to  860$. 

Technology  shares,  which 
had  already  seen  a heavy  fall 
in  February,  reversing  much 
of  the  rally  of  the  month 
before,  began  March  on  a 


weak  note.  Compaq,  which 
foil  heavily  on  Friday,  lost 
another  5.7  per  cent,  sliding 
82  to  833 ’/;  as  more  Wall 
Street  firms  moved  to  cut 
what  had  been  very  high 
expectations  for  further 
growth  in  PC  sales. 

Dell  Computer,  which  had 
been  the  subject  of  a big 
decline  before  Compaq,  was 
down  Si  A or  1.6  per  cent  at 
$78$.  Intel,  which  was  also 
the  subject  of  an  earnings 
downgrade  on  Wall  Street, 
fell  84ifr  or  3.7  per  cent  to 
SUE1*. 

Among  technology  compa- 
nies in  the  Dow,  Interna- 
tional Business  Machines 
fell  83V;  to  8166?;.  a loss  of  1 & 
per  cent. 

TORONTO  was  weak  at 
midsession  as  interest  rate 
concerns  continued  to 
depress  sentiment  The  TSE- 
300  composite  index  was 
36.69  weaker  by  midday  at 
6,276.00. 

Laidlaw  was  a casualty  in 
morning  trade,  tumbling 
CS175  to  C$9.85.  as  the  trans- 
portation group  said  it 
would  take  a fiscal  second- 
quarter  charge  relating  to  a 
tax  settlement  It  will  also 
take  a charge  in  the  third 
quarter  on  the  restructuring 
of  its  ambulance  division. 

Meantime,  a wave  of  merg- 
ers hit  the  market. 

The  first  came  when  Polo 
Ralph  Lauren  said  it  would 
buy  Canada's  fashionable 
clothing  store  chain  Club 
Monaco  for  C$13  a share  and 
assume  the  company’s  debt. 
Monaco  put  on  C$1.65  to 
C$12.65. 

Noma  Industries  eased  35 
cents  to  C$9.05  as  General 
Chemical  Group  of  the  US 
said  it  would  buy  the  Toron- 
to-based company  for  C$9.25 
a share. 


New  bank  appointment 
offers  Sao  Paulo  cheer 


Early  weakness  for  US  bonds 
hit  FRANKFURT,  exacerbat- 
ing a downward  trend 
caused  by  adjustments  for 
dividend  payments. 

The  dollar  pushed  op  to  a 
best-ever  level  against  the 
euro  and  Germany’s  pur- 
chasing managers'  index  for 
February  rose.  But  US  bonds 
were  looking  distinctly  sour 
towards  the  close  of  trading 
in  Europe  and  shares 
tumbled. 

By  the  close  of  a session 
characterised  by  below  aver- 
age volumes,  the  Xetra  Dax 
index  was  off  124.89  or  2.6 
per  cent  at  4.779.07  having 

14.71  or  1.20  per  cent  to 
1,207.82  See  Euro  Prices  page. 

clawed  back  from  a low  of 
4,739.65  in  the  final  hour. 

Thyssen  shed  €17.7  to 
€166.35  after  going  ex- 
dividend  to  the  tune  of  €8.18 
with  sentiment  partly 
depressed  by  last  Friday’s 
news  of  dull  four-month 
sales  and  soft  incoming 
orders. 

HypoVerelnsbank  gave  up 
€3.30  at  €48.50  and  Volkswa- 
gen shed  €3.14  at  €55.36. 
Firmer  features  included 
Deutsche  Telekom  which 
added  65  cents  at  €42. 

PARIS  enjoyed  a brief 
spell  in  positive  territory 
after  investors  thought  its 

1.4  per  cent  correction  on 
Friday  was  exaggerated.  But 
continued  weakness  on  Wall 
Street  and  rising  US  bond 
yields  proved  them  wrong, 
sending  the  CAC-40  60.89  or 

1.5  per  cent  lower  to  4,032.05. 

Renault  was  €2.50  or  52 

per  cent  off  to  €40  ahead  of 
1998  results,  published  after 
the  market  closed.  Figures 
showed  profits  up  63  per 
cent  but  traders  said  worries 
about  the  sector  at  large 
drove  the  stock  lower. 

High-tech  issues  got  a 
fresh  battering,  dragged 
down  by  weakness  in  their 
US  peers.  Cap  Gemini  lost 
€4.80  to  €152.70  while 
STMicroelectronics  shed 
€3.90  to  €7725. 

Insurer  Axa  dropped  €4  to 
€114.80  after  Suez-Lyonnaise 


Renault  ' 
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SAO  PAULO  was  1.5  per  cent 
higher  at  raidsession  as 
investors  rejoiced  in  advance 
of  Arminio  Fraga's  appoint- 
ment as  central  bank  presi- 
dent. due  to  be  approved  by 
the  Senate  tomorrow. 

The  Bovespa  index  was 
trading  128  higher  to  9,039. 
also  boosted  by  expectations 
that  a new  International 
Monetary  Fund  accord  could 
be  agreed  shortly. 

MEXICO  CITY  was  weaker 
at  midsession,  mirroring 


losses  on  Wall  Street  The 
[PC  index  dropped  14.72  to 
4,246.08  in  thin  volume. 

The  peso  was  showing 
signs  of  strength,  but  traders 
said  the  rise  was  due  to  deal- 
ers unwinding  long  dollar 
positions  taken  last  week. 

CARACAS  was  trading  in 
a narrow  margin,  with  the 
IBC  index  up  11.16  or  02  per 
cent  to  3,821.83.  Oil  prices 
remained  low  as  it  emerged 
Venezuela  bad  failed  to  cut 
production  to  its  Opec  level. 


Golds  rally  boosts  Jo’burg 


SOUTH  AFRICA 


Johannesburg  made  modest 
gains,  helped  by  a late  rally 
in  gold  shares  and  bullish 
January  M3  money  supply 
figures  which  again  raised 
hopes  of  a further  easing  in 
monetary  policy. 

Golds  put  on  B.9  to  856.4, 
with  a late  rally  spurred  by 


gains  in  AngloGold.  300 
cents  higher  at  R229,  and 
Driefontein  which  put  on  65 
cents  to  R2325. 

The  overall  index  closed 
33.4  firmer  at  5.94S  while 
industrials  added  41.3  to 
6,809.  Industrial  group  John- 
nie jumped  190  cents  to  R31 
on  news  that  it  planned  to 
dispose  of  its  SAB  stake. 


Fujitsu  results  weigh  on  Tokyo 


ASIA  PACIFIC 

Lingering  concerns  about 
the  unwinding  of  cross- 
sbareboldings  resulted  in  a 
moderate  fall  in  TOKYO, 
icrites  Michiyo  Nakumo/o. 

Sentiment  was  also 
bruised  by  news  that 
Fujitsu,  one  of  Japan's  lead- 
ing blue-chip  higb-teeb  man- 
ufacturers. would  report  its 
first  nou-consolidated  net 
loss  in  six  years. 

The  expected  announce- 
ment by  Fujitsu  after  the 
market's  close  that  the 
group  would  post  lower- 
than -expected  profits  of 
Y20bn.  raised  concerns 
about  the  results  at  other 
corporations. 

Wall  Street's  Call  on  Friday 
added  to  the  general  lack  of 
enthusiasm.  The  Nikkei  225 
average  fell  145.79  to  close  at 
14.221.75.  just  a notch  above 
the  day's  low  of  14,221.60. 
The  benchmark  index  hit  a 
high  of  14.46S.88  in  moder- 
ately subdued  trading. 

Losers  outnumbered  win- 
ners by  707  to  435  and  165 
issues  were  unchanged.  Vol- 
ume declined  to  420m  shares 
from  469m  on  Friday. 

The  Topix  index  of  all 
listed  shares  lost  12.22  to 
close  at  1,107.81  while  the 
Nikkei  30ft  closed  2.55  lower 
at  221.39. 
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In  addition  to  the  gloomy 
news  about  Fujitsu,  the 
yen's  strength  against  the 
dollar  cast  a shadow  over 
exporters,  which,  as  a result 
of  the  weaker  dollar,  are 
likely  to  suffer  falling  profits 
from  overseas  sales. 

Fujitsu  lost  Y35  to  Y1.445. 
while  NEC.  the  integrated 
electronics  manufacturer, 
declined  Y35  to  Y1.163.  Sony 
fell  Y2G0  to  Y8.720. 

Other  disappointing  corpo- 
rate news  included  Mitsubi- 
shi Chemical,  down  Yl3  or 
4.5  per  cent  to  Y277.  after 
reports  that  it  would  revise 
down  its  earnings  outlook. 

The  weaker  dollar  bene- 
fited steel  and  electricity 
companies  that  buy  their 


resources  from  overseas. 
Nippon  Steel  was  the  volume 
leader  and  gained  Y9  to 
Y217.  Sumitomo  Metal  Indus- 
tries rose  Y2  to  Y121.  Tokyo 
Electric  Power  increased  Y30 
to  Y2.425. 

SYDNEY  pushed  ahead 
strongly  as  the  losses  racked 
up  in  the  final  sessions  of 
last  week  sparked  bargain- 
hunting. Brokers  said  there 
were  also  hopes  that  tomor- 
row's gross  domestic  product 
data  would  prove  positive. 

Telstra  and  News  Corp 
both  rose  more  than  3 per 
cent,  climbing  to  AS320  and 
AS1I.65  respectively.  Among 
resources.  Rio  Tinto  added 
31.6  cents  at  AS20.45  but 
BHP  lost  19  cents  to  AS11.90. 
The  AH  Ordinaries  index 
ended  up  312  at  2.911.1. 

WELLINGTON  moved 
lower  as  a number  of  leading 
shares  went  ex-dividend, 
including  NZ  Telecom, 
which  was  heavily  traded 
and  closed  off  37  cents  at 
NZS9.33.  The  40  capital  Index 
finished  down  32.84  at 
1166.04. 

HONG  KONG  rallied,  send- 
ing the  Hang  Seng  index 
above  10.000  points  far  the 
first  time  since  January  21, 
led  by  another  strong  perfor- 
mance by  HSBC,  property 
shares  and  red  chips. 

The  blue-chip  index  rose 


161.97  or  1.6  per  cent  to  close 
at  10.020.46. 

HSBC  rose  HKS5  or  2.3  per 
cent  to  HKS223.  pushing  the 
index  up  65  points.  Since 
announcing  a 21  per  cent 
earnings  drop  on  February 
22.  along  with  plans  to  split 
shares  and  list  them  in  New 
York.  HSBC  shares  have 
risen  132  per  cent. 

Property  stocks  rose  on 
improved  sentiment  follow- 
ing encouraging  flat  sales 
over  the  weekend  by  Hender- 
son Land  Development  and 
Swire  Properties.  Henderson 
rose  HKS120  to  HKS35  and 
Swire  Pacific  A jumped 
HKS1.60  to  HKS33  30. 

KUALA  LUMPUR  was 
dragged  almost  2 per  cent 
lower  by  poor  monetary'  data 
and  car  sales  figures.  The 
composite  index  shed  10.69 
to  531.54  as  falls  were  ampli- 
fied by  very  thin  trading. 

Sell  orders  surged  after 
the  central  bank  said  annua] 
loans  declined  2.5  per  cent  in 
January  against  a 1.5  per  1 
cent  fall  in  December,  sug- 
gesting the  economy  was 
struggling  to  pick  up. 

News  that  January  car 
sales  fell  20.1  per  cent 
rnonth-on-month  added  to 
the  gloom  while  political 
uncertainty  over  forthcom- 
ing regional  elections  contin- 
ued to  build  up. 
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des  Eaux  set  a €787m  bond 
exchangeable  for  Axa 
shares. 

1998  results  ahead  of 
expectations  did  little  to 
prop  up  BNP.  which  jumped 
more  than  2 per  cent  in  early 
trading  before  paring  tts 
gains  and  ending  €L80  lower 
at  €7020. 

Among  the  few  to  buck 
the  declining  trend.  Canal 
Plus  added  €6.90  to  €291-50 
on  continuing  alliance  tnikg 
with  Britain's  BSkyB. 

AMSTERDAM  fell  821  to 
527.31  on  the  AEX  index 
with  steep  falls  in  fairly 
modest  volumes  for  ABN- 
Amro  and  Akzo  Nobel  pro- 
viding most  of  the  downside 
drive. 

ABN  shed  50  cents  or  2.7 
per  cent  at  €18.05  in  volume 
of  5.1m  shares,  among  finan- 
cials ING  shed  €1.35  at 
€49.65.  Akzo  lost  €1.15  or  3-3 
per  cent  at  €33.40. 

Among  techs.  Baan  lost  30 
cents  at  €8.40  while  Philips 
softened  70  cents  at  €6220. 

HELSINKI  closed  L2  per 
cent  lower,  dragged  down  by 
market  engine  Nokia  after 
Wall  Street  opened  weaker. 
The  Hex  index  finished  6924 
off  at  5.974.15. 

Cultor,  the  Finnish  food 
group  being  taken  over  by 
Denmark’s  Danisco,  was 
firmly  in  the  limelight  The 
stock  more  than  doubled, 
adding  €9.05  to  €1725.  close 
to  Danisco's  takeover  offer  of 
€18  per  share. 

At  the  other  end  of  tbe 
spectrum,  telephone  opera- 
tor Helsingin  Puhelin  slid 
€5.05  or  8.9  per  cent  to  €51.65 
on  downbeat  1998  results. 
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ZURICH  extended  early 
losses  as  Wall  Street  opened 
weaker  and  the  SMI  index 
finished  a day  of  low  volume 
trade  with  a Call  of  682  at 
6295. 

Novartis  remained  at  the 
centre  of  attention,  register- 
ing a loss  of  SFr27  to 
SFr2,515  while  Roche  certifi- 
cates slid  SFrlSO  to 
SFrl8200. 

Food  and  beverages  group 
Nestle  ran  into  profit-taking 
after  last  week's  stronger 
trend,  losing  SFr27  to 
SFr2207. 

In  the  same  sector.  Hero 
put  on  SFrl6  to  SFrTTO  in 
spite  of  reporting  a slide  in 
1998  profits. 

MADRID  succumbed  to 
tbe  gloomy  mood  on  Wall 
Street  while  mixed  corporate 
results,  on  tbe  last  day  of  the 
reporting  season,  also  took 
their  toll. 

The  general  index  closed 


1227  or  1.4  per  cent  lower  at 
878.14.  Fhshlon  house  Adolfo 
Dominguez  performed  worst, 
retreating  €1.48  or  8.5  per 
cent  to  €1525  after  posting 
net  attributable  profits  down 
152  per  cent  in  1998. 

Tbe  only  Ibex-35  constitu- 
ent tO  matfp  gains  was  Tele- 
pizza  up  a modest  l cent  to 
€7.46  after  publishing  strong 
1998  results. 

MILAN  gave  up  early 
gains,  although  Olivetti  was 
a strong  performer  as  the 
market  gave  an  enthusiastic 
response  to  the  bourse  regu- 
lator's approval  of  its  bid  for 
Telecom  Italia. 

Analysts  took  the  view 
that  the  green  light  from 
Consob  gave  Olivetti  a clear 
advantage  over  Telecom. 

Olivetti  edged  up  5 cents 
to  €2.85  while  Telecom 
picked  up  15  cents  to  €920 
after  a high  of  €928.  just 
below  tbe  Olivetti  offer  price 
of  €10  a share. 

Telecom  Italia  Mobile,  its 
mobile  phone  subsidiary, 
lost  20  cents  to  €5.96.  Tele- 
com has  been  considering  a 
merger  with  Tim  in  an  effort 
to  thwart  Olivetti's 
approach. 

INA  jumped  7 cents  to 
€226.  off  a high  of  €220  on 
mounting  speculation  that 
the  insurer  could  be  the  tar- 
get of  a takeover  bid. 

The  Mibtel  index  closed 
with  a loss  of  190  at  23209. 

Written  and  edited  by  Michael 
Morgan,  Jeffrey  Brown,  Paul 
Grogan  and  Bertrand  Benoit 
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EMERGING  MARKET  FOCUS 

Budget  bounces 
Bombay  higher 


The  euphoric  response  to 
India's  weekend  budget  is 
likely  to  continue  today  fol- 
lowing cuts  to  interest  rates 
apimnnflpri  after  the  market . 
closed  yesterday. 

Continued  buying  Interest 
drove  the  benchmark  BSE-30 
Indmr  up  4 per  cent  to  breach 
the  3200  barrier  for  the  first 
time  this  year.  The  index 
closed  up  124  at  8223. 

This  wmm  on  top  of  a 165- 
point  jump  in  tbe  aftermath 
of  the  finance  minister's 
speech  on  Saturday,  taking 
the  total  rise  since  the  bud- 
get to  9 per  cent. 

"It  is  a liquidity-driven 
rally,  not  a fundamental- 
driven  rally."  said  Sangeev 
Mohta,  director  at  HSBC 
Securities. 

India's  stock  markets  are 
buoyed  by  hopes  that  new 
tax  breaks  for  investment  in 
equities,  coupled  with  cuts 
in  deposit  rates,  will  trigger 
a big  inflow  of  retail  funds 
from  the  banking  sector. 

Analysts  said  the  propor- 
tion of  household  savings 
invested  in  stocks  is  about  4 
per  cent,  compared  with  10 
per  cent  in  1993.  If  investors 
raised  equity  investment 
from  4 to  5 per  cent  in 
response  to  the  tax  breaks  it 
would  inject  about  Rs25bn. 

Meanwhile,  a billion-doDar 
rescue  package  for  India’s 
biggest  mutual  fund,  the 
troubled  US-64  scheme,  Bas 
reduced  fears  that  the  fund  . 
could  be  forced  to  sell  mas- 
sive amounts  of  shares  to 
meet  redemption  pressures. 

However,  the  budget  also 
raised  corporate  taxes,  with 
a new  10  per  cent  surcharge 
expected  to  knock  about  22 
per  cent  off  next  year’s  earn- 
ings. The  macro-economic 
environment  is  likely  to 
remain  tough,  with  rises  in 

personal  taxes  and  no 
attempt  to  kick-start  demand 
through  public  spending  on 
infrastructure. 

"It  is  going  to  be  a play  on 
liquidity  against  earnings,” 
said  Jyotivardhan  Jaipuria, 
strategist  at  DSP  Merrill 
Lynch.  The  corporate  tax 
rise  will  be  partly  offset  by 
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the  re-introduction  of  100  per 
cent  Modvat  credit,  which 
allows  companies  to  offset 
the  entire  tax  burden  on 
inputs  against  tax  payable 
on  finished  goods,  and 
changes  to  excise  duties. 

"The  impact  in  terms  of 
corporate  earnings  is  neutral 
to  mildly  positive,”  said 
Rukhshad  Shroff,  strategist 
at  Jardine  Fleming. 

The  earnings  debate  will 
become  increasingly  signifi- 
cant over  the  next  few  days 
as  foreign  institutional 
investors  weigh  up  whether 
to  join  the  rally.  So  for  the 
rise  has  been  led  by  local 
speculators.  Foreign  inves- 
tors may  be  detered  by  sig- 
nals that  the  government  is 
keen  to  see  a controlled 
depreciation  in  the  rupee. 

There  are  reasons  to 
believe  the  rally  is 
well-founded  and  may  prove 
sustainable.  Most  of  the  rise 
simply  recovers  ground  lost 
in  the  run-up  to  the  budget, 
when  the  government  faced 
a risky  vote  in  parliament 

Moreover,  the  jump  in  the 
BSE-30  index  represents 
selective  buying  interest  in 
stocks  that  benefit  from  bud- 
get concessions  or  escape 
rumoured  taxes.  Yesterday's 
gains  were  concentrated  In  a 
group  of  blg-capitalisation 
stocks  in  the  housing,  soft- 
ware, media,  pharmaceutical 
and  fast-moving  consumer 
goods  Industries. 


Krishna  Guha 
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Investec  is  moving  to  2 Gresham  Si.  EC2  In  the  Heart  of  The 
City.  This  move  bnngs  together  under  one  roof.  Investec  and 
its  most  lecent  acquisitions,  wftch  include  some  of  The  City's 


most  established  names:  Hambros  pic.  Carr  Sheppards. 
Henderson  Craslhwaiie.  Guinness  Mahon.  Guinness  Flight 
Hambro  Asset  Management  and  their  venous  subsidiaries. 


Investec,  ranged  amongst  the  world's  top  300  banks,  specialises  in  asset  management, 
private  and  Investment  banking.  2 Gresham  St.  London  EC2V  TQP. 

For  further  Information  call  0171  597  4000. 
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